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A Banker's Diary 


FREE sterling’s restoration this month to approximate 
parity with the official rate, after several months of 
varying and often heavy depreciation, is 


a extremely welcome. In terms of actual 
— exchange, the further improvement from 
Parity the ys, tegen of $3.80 to within a 

cent. or less of our offic ial buying rate for 


dollars of $4.033 is pe perhaps partic ularly important, 
for the recovery has taken place in an extremely narrow 
market. But it is of great significance as marking the 
final correction of the error in policy responsible for the 
depreciation in the free rate which in the second quarter 
of the year turned against us the terms of trade with a 
wide range of neutral countries. No doubt the uses to 
which free sterling may still be put are sufficiently wide 
relatively to the greatly restricted supply to ensure that 
this firmness will be maintained until the free market 
finally peters out completely. The rapidity of the re- 
covery, however, was undoubtedly due mainly to two 
transitory factors: the restoration § of confide nce, 
temporarily shaken in June, in this country’s power to 
resist any attempt at invasion; and liquidation of the 
large short position in sterling which had been built up 
in New York. 


DuRING the month some progress has been announced 
with the process, which is an integral part of the new ex- 
change policy, of extending the area 
ae covered by clearing agreements and thus 
searing 
Adpeemants simultaneously restricting the area within 
which free sterling operates. In pur- 
suance of this policy, payments agreements have now 
been concluded with the Portuguese Empire and with 
Hungary. Permission has been given for the sterling 
balances belonging to nationals of these countries, as 
well as of Argentina and Brazil, to be transferred to the 
respective “special accounts” without the prior per- 
mission of the Bank of England. It will be noted that 
the position is different from that of American and 
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Swiss nationals, sin are not eet to ail their 

“pre-zero”’ balances to the registered accounts, but 
must dispose of them in the free market at the ruling 
rate. Now that the free rate has approached so closely 
to parity with the official rate, the practical effect of this 
restriction is not great, but the basis of the distinction is 
clear. Since the balances of registered accounts are 
convertible into dollars (or, of course, Swiss francs) at 
the official rate, to allow existing balances to be credited 
to the registered accounts would be tantamount to a 
straightforward repayment of foreign capital in gold. 
That nationals of other countries have been permitted 
to transfer their sterling funds to special accounts 
clearly implies that no such arrangements have been 
made for the conversion of special account balances 
into gold. 


THE countries concerned, in other words, can have only 
the alternatives of either accumulating sterling funds 
(and thus in effect granting a short-term 

Some credit to this country) or else of liquidat- 


pe eg ing their sterling balances by increased 
Continues purchases of goods from within the sterl- 


ing area. At the same time, it is true that 
to allow these balances to be withdrawn through the 
special accounts involves an indirect loss of exchange. 
It means that the proceeds of part of our exports goes 
towards the repayment of foreign capital and does not 
bring in war supplies, in the same way that the proceeds 
of part of our invisible exports elude the control when 
American or Swiss balances are sold on the free market. 
Thus the official reluctance to block foreign balances 
outright will continue to involve some indirect losses of 
exchange. No doubt some case might be made out for 
this policy as a concession to post-war considerations. 
It may be, too, that this concession was necessary as a 
bargaining counter, for example, in inducing the clear- 
ing agreement countries to hold larger sterling balances 
= their special accounts than they would otherwise 
have done. If this were so, of course, there would be a 
fresh grant of credit which would offset the indirect loss 
of exchange due to the repayment of individual hold- 
ings of sterling. Following the agreement with Portugal, 

N 
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the escudo was added to the list of officially quoted cur- 
rencies with a middle rate of 100 to the pound, though 
this does not make it an officially “required” currency. 
On the other hand, quotations have been suspended 
altogether for the currencies of the three Baltic states— 
Latvia, Estonia and Lithuania—whose London assets 
have been blocked following their absorption by the 
U.S.S.R. 


DEFENDING his budget against almost universal con- 
demnation of its inadequacy, Sir Kingsley Wood 
claimed in his speech on the Finance 

PR Bill that the campaign for savings 
on Savings 8enerally was going well, loan receipts 
in the period since the savings campaign 

was opened last November having reached a total of 
£758,000,000, or an average of £21,000,000 a week. 
Even if this figure could be accepted without qualifica- 
tion, savings at a rate of rather less than £1,100,000,000 
per annum could hardly hope to prevent inflation when 
the Government deficit is running at a level approach- 
ing £2,500,000,000. It may be doubted, indeed, whether 
drafts on capital, such as the import surplus and the 
diversion to the Government of depreciation allowances, 
could or should fill much more than half of the remain- 
ing gap. In addition, some adjustments to the 
Chancellor’s figure are needed to arrive at the true level 
of current net savings. His total of £758,000,000 was 
made up as follows: £313,000,000 of smail savings, 
£300,000,000 of 3 per cent. War Loan, £132,000,000 of 
National War Bonds and £13,000,000 of interest-free 
loans. As is well known, however, the greater part of 
the subscriptions to National War Bonds in the early 
weeks of the issue can have represented only the re- 
investment of the sums paid out by the Treasury at the 
beginning of July in redemption of dissented Conversion 
43 per cents. and of a Canadian stock. This factor also 
helped for a time to inflate the figures of small savings 
subscriptions. Since in addition a large proportion of 
the subscriptions to the £300,000,000 War Loan repre- 
sented the savings of earlier periods held over for in- 
vestment in this, the first major loan operation of the 
war, it is clear that any such figure as £21,000,000 a 
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week greatly exaggerates the level of current savings. 
And even actual current savings include funds accum- 
ulating in the hands of companies and _ institutions 
which would never be paid out as incomes and whose 
investment, therefore, is of no assistance in avoiding in- 
flation. 


THE results of the small savings campaign in recent 
months are summarized in the following table: 


000’s omitted. 
The Tr end “ Post Office 
of Savings Savings 

and Trustee 
1940 Certificates Bonds Savings Banks Total 
May 21 aa 2,628 2,037 812 5,477 
me Me ss 4,850 4,892 1,239 10,981 
June 4 -- = 45773 4,717 1,254 10,744 
— war 4,999 4,648 2,199 11,846 
; > ws 8,641 9,292 2,241 20,174 
a, ee 5,732 4,290 2,382 12,404 
July 2... 4,728 6,849 1,006 12,583 
a Be tes 5,304 10,635 4,057 20,050 
in es 4,085 6,355 2,700 13,140 
ee 3,990 5,195 3,683 12,590 
—— 3,266 3,889 2,037 9,192 
Aug. 6... 3,531 2,996 1,804 7,931 
» 2 a 2,813 2,074 5,034 10,521 
20 2,470 2,419 1,954 6,843 


It will be seen that, although the rate of subscriptions 
was actually doubled in response to the critical turn of 
events in the latter half of May, the £20,000,000 mark 
has been exceeded only on two occasions, both of which 
were subject to special influences. The first reflected 
the special effort made in “Savings Week,” the second 
followed immediately upon the heavy Government 
disbursements at the beginning of July, and to a large 
extent undoubtedly represented a mere return to the 
Treasury of capital sums paid out a few days earlier. As 
the reinvestment factor spent itself, the inflow of sub- 
scriptions gradually tailed away to a mere £6,843,000 
in the week to August 20. The average for the thirteen 
weeks since the movement received its fresh impetus at 
the end of May was £12,230,000, or probably little more 
than £10,000,000, allowing for the reinvestment factor. 


N 2 
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It is a statistical impossibility for a deficit approaching 
;2,500 million to be financed, by our present methods, 
: without inflation. Yet it has to be 
—— admitted that, up to the present, overt 
Apparent ; A 
Inflation SY™mptoms of inflation have been remark- 
ably few. Even after the first jump on the 
outbreak of war, due to increases in freight and other 
real costs, there has, of course, been a continuing rise in 
prices at a moderate rate, notwithstanding the Govern- 
ment’s food subsidies. And no doubt the inflationary 
movement has been disguised to some extent by inroads 
on stocks of consumers’ goods and by the lowering of 
quality which masks a true rise in price. After all such 
allowances, however, one has the impression that a huge 
Government deficit has reflected itself in quite a 
moderate increase in prices. Part of the explanation 
has undoubtedly been the slowing down in the velocity 
of bank deposits due to the check to spending and the 
heightened demand for liquid assets brought about by 
political uncertainties. In June, it will be recalled, this 
factor manifested itself in a jump of some £50 million 
in note circulation. Over and above this, however, it 
must be recognized that the expansion in the actual 
volume of bank credit has itself been surprisingly small. 


THis is strikingly emphasized in the clearing bank figures 
for July. The current deficit during that month 
' amounted to close on £180 million, and 

ay yom although loan subscriptions of one kind or 
Deposits nother totalled over £140 million, these 
were required for the most part to finance 

the repayment of dissented Conversion 44 per cents. Thus 
the month’s deficit involved the creation of no less than 
£143.5 million of floating debt. Yet clearing bank 
deposits actually show a decline of over £15 million to 
£2,454 million. Even though a contraction of £35.7 
million in cheques in course of collection and other 
transit items disguises some increase in true deposits, an 
expansion of some £20 million is almost negligible by 
comparison with the month’s uncovered deficit. In 
contrast with June, the note issue showed practically no 
change on the month. Unless the public departments 
were able to sell securities to the public on a substantial 
scale, extra-budgetary receipts seem to have been 
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inexplicably large. It may be that recent national 
expenditure figures have included exceptionally heavy 
disbursements in America. 


THE July figures have a special interest as being the first 

to show as a separate item the new Treasury deposits 

which may become an important medium 

— of war finance. Up to the present, however, 

‘ad such deposits have been called for only 

Investments Curing the first fortnight of July, when a 

total was issued of £30 million. Of these 

the clearing banks, as will be seen from the table below, 

took up £26 million, the remaining £4 million being 
absorbed by the Scottish banks: 


CLEARING BANK RETURNS 


(£m.) 
July, Change Change 
1940 on month on year 
Deposits... a 2,454.0 — 15.4 + 214.1 
Cash 1s ar 262.0 —= 5 + 27:3 
Call money “ 145.8 — 95.3 + 9.6 
Bills 4 as 415.3 + 31.2 + 137.4 
Treasury deposits . . 26.0 + 26.0 + 26.0 
Investments na 657.8 + 21.6 + 60.8 
Advances .. is 931.9 —= 30.5 — 50.0 
Items in transit and 
in course of col- 
lection .. a 87.6 = 25 + 23-9 
Acceptances Ba 122.8 = 0.6 + Of 
% % % 
Cash to deposits .. 10.68 — 0.24 + 0.21 


Movements in some of the individual assets, it will be 
seen, were quite striking. The further sharp fall of £30.5 
million in advances makes a total decline of no less than 
£73 million in four months. In traditional fashion, this 
has been largely offset by an expansion in investment 
holdings, last month’s increase of over £21.6 million 
making a recovery of close on £50 million in this 
item since February. In recent weeks, bank purchases 
have undoubtedly been an important cause of the re- 
markable firmness of the gilt-edged market in face of 
the political uncertainties at home and abroad. The 
jump of £31.2 million in bills discounted—to a fresh peak 
level for many years past—is largely offset by a sharp 
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drop in call money. The two money market assets thus 
show a combined rise of a mere £11 million, or only one- 
fifth of the expansion during the month in the tender 
Treasury bill issue. 


CreEbIT conditions during the month have been con- 

sistently comfortable. Notwithstanding the cancellation 

of the August Bank Holiday and the 

PO co: deterrents to holiday-making in general, 

Record _ the note circulation showed a further slight 

rise to a new peak of £613.9 million. This 

movement, however, left the Reserve at the quite com- 

fortable level of £17.3 million, so that the seasonal drain 

has been met without any need for a further increase in 
the fiduciary issue. 


ANALYSIS OF BANK RETURNS 


(£m.) 
Notes in Government Public Bankers’ 
Circulation Reserve Securities Deposits Deposits 
july 31 609.5 21.6 152.9 22.7 106.3 
Aug. 7 613.7 17.4 157.3 19.2 II4.1 
14 613.9 17.3 161.7 30.7 107.6 
21 609. 6 21.6 151.8 14.5 123.4 


_— the fortnight to August 14, it will be noted, the 
decline of £4.3 million on the Reserve was considerably 
more than offset by an increase of £88 million in 
Government securities. In its turn, however, this slight 
expansion in the credit base was needed to offset a 
moderate influx of funds into public deposits, so that 
bankers’ deposits showed little change on balance. In 
view of the very large current deficit, the increase in 
public deposits in the week to August 14 provides yet 
another indication that the Exchequer is benefiting from 
an inflow of extra-budgetary receipts on a large. scale. 
The rise took place despite the fact that Treasury bill 
payments, for the first time in several months, showed no 
excess over maturities and that the clearing banks were 
not called upon to provide any funds by way of Treasury 
deposits. With the release of the immobilized funds in 
the following week, bankers’ deposits rose to the high 
figure of £123.4 million and the plethora of credit 
became still more marked. 
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War Economy—the Third Stage 
‘Te third stage in the development of Britain’s war 


economy has now been reached. For the first 

nine months of the war, Britain went through the 
motions of building a war economy; the files of 1917-18 
were reached down from their pigeon-holes, were care- 
fully dusted, and the organization which then had proved 
useful was re-established. There were certain differences, 
but the central principles were the same. The chief raw 
materials were controlled, with the difference that in the 
last war these controls were on the whole operated 
directly by the Ministry of Munitions, whereas now they 
are operated in the main by the trade organizations con- 
cerned. The food supply was organized, broadly on the 
lines of the Ministry of Food in the last war. The 
Ministry of Supply was granted tremendous powers to 
control industry, to enforce priorities, and to organize 
the production of war equipment. Throughout the whole 
of this initial period, indeed, organization was mainly 
limited to what was done in the last war, modified in 
some directions for the better, but in others very much 
for the worse. To this easy-going procedure the disaster 
of the Norwegian campaign came as a terrible shock. 
For the first time it was realized that there was an actual 
possibility of defeat. Mr. Chamberlain’s Government 
fell, and was succeeded by a Government of “ push ” and 
“go,” with the greatest “pusher” of them all at 
10, Downing Street, with the greatest “pusher” of the 
political labour movement as Minister of Supply, the 
greatest “pusher” of the industrial Labour movement 
as Minister of Labour, and with Lord Beaverbrook as 
Minister of Aircraft Production. The formation of this 
Government coincided with the invasion of the Low 
Countries, and hardly had this Government got under 
way than there came the new crisis of Dunkirk and the 
collapse of the French. 

This ushered in the second stage of the war economy. 
Britain found herself hopelessly underarmed, both on the 
land and in the air. Unless this position could be righted 
in a matter of weeks there was grave danger of defeat. 
So the greatest speed-up campaign in our history was 
inaugurated. The new Ministers ruthlessly cut red tape. 
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Working hours in the factories were extended to 70 and 
80 a week. These dramatic measures, operated enthusi- 
astically by the trade unions, created a remarkable 
expansion of output. The flow of aircraft production 
was speeded up; extraordinary increases in the flow of 
armament output were recorded. At the same time the 
food supply was cut down in order to expand stocks, 
and in all parts of the country hasty preparations were 
made to build defences against invasion. A new Budget 
increased taxation, though again by less than the tax- 
payer would have been very willing to accept, The 
country, under aggressive leadership for the first time, 
rallied in a desperate effort to make up for the months 
which had been lost. Everything was sacrificed to an 
immediate and rapid flow of output, and to immediate 
strengthening of defence. 

That phase is now over. The great effort has been 
made, and so far its results are shown in the resistance to 
the waves of Nazi attack. The war economy now enters 
its third stage—the building of a long-term war machine, 
and the mobilization of the nation’s entire resources to 
the creation of such an Army, Air Force and Navy, 
equipped and re-equipped, that we shall be able to 
embark, first in a small way but later with decisive effect, 
upon the offensive. In the second stage of the war, only 
existing resources were of value—a factory which could 
begin production only in 1941 or a worker displaced 
from non-essential production and untrained in metal 
work were as good as useless for the immediate drive. 
Now begins the longer job of organization and planning, 
of welding the nation’s resources into a war machine. It 
is a job, of course, which should have been done a year 
ago at least, and which the Nazis began in a small way 
in 1934. But there is nothing to be gained from re- 
crimination on that score. The important thing now is 
to get the job done. 

Since the beginning of August, Ministers have been 
making their plans for this third stage in the develop- 
ment of the war economy, and the nature of these plans 
is already beginning to appear. First of all, the number 
of working hours in the arms factories is being reduced. 
We have to discover the optimum working day which 
will maximize long-term output. It is certainly much less 
than the 70-80 hours a week which have been cheerfully 
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worked through the summer. Given a sufficient number 
of skilled workers to keep the machines going and to 
work the proper shift system, the optimum is probably 
not more than 48, and some people maintain that it is 
even lower. With our present skilled labour force, it is 
probably better in the long run to have machines idle 
for part of the day than to extend hours above, say, 50. 
In the long run, in fact, a man may well produce less in 
75 hours than he would in 56. The first step, therefore, 
is the adjustment of hours to long-term requirements. 
This is being done, in the Ordnance factories and in other 
controlled concerns. 

The next step is the provision of skilled labour to 
enable the most efficient shift system to be carried on in 
existing factories, and to man the new factories which 
are being and must be built. This must be a question, as 
Mr. Bevin points out, of using men whose skill is already 
there. To train new skilled workers would literally take 
years, for the process of training is a long and compli- 
cated one. The approach to this problem must be 
through the re-grading of existing skilled labour, to make 
sure that every skilled man is doing the most skilled job 
that is within his power. Mr. Bevin’s Labour Supply 
Boards are doing this, going from factory to factory 
finding out where the skilled men are and what they are 
doing. The census of skilled engineering workers, com- 
pleted in the middle of August, supplies further infor- 
mation. Given adequate organization by the Ministry of 
Labour, the placing of the right men in the right jobs is 
not a fundamental difficulty. 

Much more difficult is it to provide the hundreds of 
thousands of semi-skilled workers who are needed. Prob- 
ably something like three-fifths of the total labour force 
in aircraft and armaments factories consists of semi- 
skilled workers, workers who are competent to do one 
process alone. Training facilities are required on a vast 
scale. This has up to now been the worst lacuna by far 
in our labour policy. Employers have been loth to train 
new workers, fearing perhaps future labour troubles, but 
also simply unwilling to leave well-trodden paths. 
Mr. Ernest Brown, as Minister of Labour, appeared to 
ignore the question altogether; in the early months of the 
war the Government Training Centres were actually 
allowed to work far below capacity. But Mr. Bevin 
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understands the need. He hopes to get forty Govern- 
ment Training Centres, with an annual throughput of 
200,000 men, plus 50,000 a year from the technical 
colleges, plus an unspecified quantity of trainees through 
the ordinary factories, training financed by the Govern- 
ment. This is a tremendous advance on what has gone 
before, but compared with the German achievement it 
is relatively little. The Labour Front, which is the 
organization responsible for training, claims to retrain 
workers at the rate of 2,500,000 a year, and claims to 
have 270 training workshops and 16,000 instructors. 
Germany’s needs for retraining workers are hardly more 
than ours. It is clear, indeed, that private industry will 
have to retrain at a tremendous pace in order to provide 
the vast industrial army which we require. 

It may be added, incidentally, that this question of 
training is one of great long-term significance. After the 
war millions of men will have to be retrained for other 
jobs, and as technical progress advances, more and more 
training schemes will be needed to prevent technological 
unemployment. Thus the establishment of a regular 
department at the Ministry of Labour to take charge of 
training and rehabilitation would be a highly valuable 
and permanent long-range reform. There should be 
nothing temporary about this organization which 
Mr. Bevin is setting up. Just as his new department for 
industrial welfare is a permanent addition to the labour 
organization of the nation, with tremendous possibilities 
for long-term easing of the toil of labour and lowering of 
the incidence of industrial diseases and accidents, as well 
as for positive increases of workers’ productivity, so 
must the training and rehabilitation be regarded as a 
permanent part of the nation’s system. 

So far as labour is concerned, this programme covers 
what is required. It is plain that Mr. Bevin has the right 
ideas about it: each of his speeches sets out the problem 
clearly and concisely. He seems, perhaps, a little un- 
willing to compel workers to train and to compel 
employers to provide training facilities. While inade- 
quate facilities exist, of course, it would be futile to 
compel workers to train, so that compulsion of the 
employer will have to come first. But then it is hardly to 
be hoped that we shall be able to avoid definite conscrip- 
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tion of labour for training. Indeed, it is not necessarily 
desirable that we should avoid it, for the voluntary 
principle is no more applicable to the training of an 
industrial army than to the training of an army for war. 

For the supply of machine-tools—the second factor 
of production—Mr. Herbert Morrison appears to be 
developing his plans for this third stage of war economy 
with reasonable comprehensiveness. A census of 
machine-tools has been taken, so that the Ministry of 
Supply now knows precisely where every machine-tool 
in the country is, and how much it is working. The 
problem now is to move all these about the country in 
order to fit them, as it were into a jig-saw puzzle, into the 
combinations in which they are most needed. At the 
same time, the Ministry’s machine-tool department has 
been completely overhauled—it was one of the weakest 
spots in an administrative machine of which the strongest 
links are not very strong. 

The new Area Boards will apparently allocate indus- 
trial capacity to the various Departments, and it will be 
their job, region by region, to straighten out the tangle 
of contracts and sub-contracts which has been allowed to 
develop. This is, of course, linked with the whole 
question of priorities and of clashes between Depart- 
ments. And it is at this point that the productive 
machinery tends to break down, as the Select Committee 
on National Expenditure (which, incidentally, is showing 
a broad and very constructive conception of its duties 
and responsibilities) has reported. The important thing 
here is to get a clear idea of the ideal organization and 
then to see how the present (or a prospective) organiza- 
tion conforms to it. Ideally, there are some hundreds 
of main contractors—aero-engine factories, airframe 
assembly plants, gun-shops, shipyards, tank factories, 
andsoon. These firms let out part of their work on sub- 
contract. So the chain of main contractor, sub-contractor 
and sub-sub-contractor is built. Ideally, the main con- 
tractor should be the large undertaking, which assembles 
the finished product, and each sub-contractor should 
concentrate upon that small piece of equipment which it 
can do best. The sub-contracts should in fact flow from 
the contractors in such a way that every firm which can 
do engineering work gets some of them, and so that each 
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sub-contractor concentrates as far as possible on one 
thing. That is the way to mobilize our full engineering 
resources and to get the maximum efficiency. 

The actual state of affairs, unfortunately, is as different 
from this as it could be. In the first place, firms of straw 
are said to have succeeded in insinuating themselves into 
the list of main contractors, and even the reputable main 
contractors have accepted many more orders than they 
could hope to supply. Obviously, lack of practical 
experience in the Contracts Department of the Ministry 
of Supply is responsible; the officers concerned cannot 
be aware of the true capacity of these various firms. 
Thus we get a further parcelling out of orders by main 
contractors to other firms. In these circumstances, it is 
manifestly impossible to plan at all. Secondly, the main 
contractors, having got their contracts, proceed to hand 
out sub-contracts. For this, there appears to be no 
established machinery. It depends very much upon 
trade connections and so on. The sub-contractors thus 
get an extraordinary mixture of jobs to do. Some of 
them cheerfully accept far more than they can do, again 
delaying the whole productive process, while others, 
whose trade contacts are not so good or who do not know 
the particular firms in their locality who are getting main 
contracts, get no work at all. So the system goes on. It 
is something of a miracle that production ever takes place 
at all. The whole process, of course, is rendered far more 
complicated by the fact that the main contractors are in 
many cases working for the Ministry of Supply, the 
Ministry of Aircraft Production, and the Admiralty (as 
well as exports through the Board of Trade), so the sub- 
contractors get a fantastic medley of orders for all sorts 
of main contractors and for one of three Ministries. To 
impose a priorities system upon this sort of structure is 
practically hopeless. 

The new Area Boards, manned by industrialists and 
trade unionists and representatives of the five Ministries 
concerned will have to straighten out this tangle. Taking 
a long view, it seems likely that they will have to get the 
power to take contracts away from some firms and give 
them to others, to cancel other contracts, to re-shuffle the 
sub-contractors in such a way that each will be able to 
concentrate upon a limited range of products and will 
thus be able to organize his plant for quantity produc- 
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tion. Presumably this is possible within the region of 
‘controlled establishments,” and it is clear that, if neces- 
sary, compulsory powers will have to be applied to other 
firms as well. Only in this way will it be possible to get 
a clear view of the productive prospects, and to see what 
expansion is possible and practical. Above all, it is im- 
possible to bring new firms actively into war production 
until the general set-up is clear. The present arrange- 
ment, which is the result of bringing methods of laisser- 
faire and “ voluntary co-operation ” into the business of 
war contracts, is not one by which expansion is a 
practical proposition, except at alarming and unnecessary 
expense. 

If this is done, the priority difficulty will be less acute, 
for it will be very much easier to designate certain work 
as “Supply ” work or “ Aircraft Production” work, or 
“ Admiralty” work, and to delay or accelerate work 
accordingly. The priority problem is basically one for 
the Minister of Defence, for in the first place he must 
decide what the precedence must be between aircraft, 
A.A. guns, tanks, ammunition, and so on. If he can 
decide that, then the order of priority can be circulated 
to the Area Boards, and be transmitted to industry 
accordingly. All these problems, of course, would be 
very much easier if the Ministry of Supply, the Ministry 
of Aircraft Production, and the Contracts Department of 
the Admiralty were organically unified. There is only 
one objection to it—the case put up by the vested 
interests within those Departments. Such vested in- 
terests should be ruthlessly overruled. This, indeed, is 
the main administrative reform which is necessary for the 
effective prosecution and planning of war production. 
An all-embracing Ministry of Supply, together with the 
all-embracing Ministry of Labour, could get to grips with 
the problem much better than these hosts of Boards and 
Committees. It is to be hoped that when this third stage 
of the war gets under way, and the next series of reforms 
is made on the basis of experience since last May, we 
shall get such an arrangement. On the labour side, good 
progress is being made; on the supply side, tremendous 
advances have been made, and the new machinery is a 
vast improvement on the old. But much remains to be 
done. And as it is done, the need for unification of the 
buying Ministries will become increasingly apparent. 
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Monetary Illusions and the War 
Effort 


N recent weeks, a remarkable new institution has 

I leapt into popularity : the “Spitfire” Fund. Atl over 

the country groups of enthusiastic people are sub- 
scribing money to be applied in the purchase of a Spit- 
fire, or occasionally some other specific piece of war 
equipment. The spirit behind this movement is wholly 
admirable; the contributions with which it has provided 
the Exchequer already substantial. Yet, although these 
contributions are of genuine value to the nation, it is 
certain that the service they render is quite other than 
that which the vast majority of the sponsors and con- 
itributors suppose. From one point of view, indeed, the 
enthusiastic response to these funds reflects an almost 
universal ignorance of the true functions of money. 
Harmless and even beneficent enough in this context, 
these fallacious ideas—the total inability to distinguish 
between real phenomena and their monetary counter- 
part—are in other directions leading to quite useless and 
futile activities or even actual damage. 

On sober reflection it must be obvious to anybody 
that the mere collection of a sum of money cannot hope 
to augment our air force by a single unit. Are we to 
suppose that if these Spitfire funds had not been raised 
the production of Spitfires would have been any the 
less? Clearly not. The factories would have been pro- 
ducing to the limit of their capacity in any case. Money 
to buy Spitfires has no more connexion with the pro- 
duction of Spitfires than have the spring flowers. But 
if this is transparently true of a particular instrument of 
war, does it not apply equally to the war effort as a 
whole and to war finance as a whole? The idea seems 
paradoxical to the popular mind, not only because 
the individual must obtain command of money in 
order to obtain command of goods, but also be- 
cause in peace-time changes in the direction of 
monetary demand do actually govern the direction 
of production. A shift in demand from cement to 
bricks will raise prices and profits in the brickmaking 
industry and depress them in the cement industry, thus 
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stimulating the output of bricks and choking off the 
supply of cement. If the shift is pronounced and pro- 
longed the shift in demand will actually attract addi- 
tional resources into brick-making and bring about a 
release of resources from the cement industry. 

In war-time this mechanism still operates to a limited 
extent, but it is not the governing factor. If the Govern- 
ment requires the services of additional engineers and 
fitters it is more likely to obtain these by directing skilled 
workers of these classes to enter Government employ- 
ment than by bidding up for them against private firms, 
in the same way that if it wants more timber or copper 
it can obtain them by rationing civil consumption of 
these commodities. It is true that even where the 
Government uses direct physical controls of these kinds 
to expand arms output, it still has to find the money to 
pay for its purchases. But it is not in least true that the 
production of arms could not take place, or could take 
place only on a smaller scale, if the public were not pro- 
viding the money in the form of gifts or loans or taxes. 
If the money were not forthcoming in one of these ways 
it would have to be created. And this the State, as the 
monetary authority, can do perfectly well, at negligible 
cost and practically without limit. 

Nor can it be argued that in present circumstances 
additional taxation or loans to the Government will 
throw resources out of employment in consumption 
goods industries and so facilitate the expansion of the 
war sector of our economy. It may be that a few pro- 
ducers of luxury goods have been driven out of business 
because their customers have to pay more taxes or pre- 
fer to place their money in Government loans, though 
even here it is probable that the absence of demand is 
due rather to the feeling that luxury spending in war- 
time is unpatriotic than to lack of actual purchasing 
power. Taking the field of consumption goods industry 
as a whole, in any case, it is clear that aggregate pur- 
chasing is more than sufficient, despite taxation and 
Government borrowing, to enable producers to sell their 
wares at a normal profit over cost, since in order to pay 
its suppliers the Government is being compelled all the 
time to create additional money to supplement its receipts 
from the public. If monetary factors are helping to 
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contract industries working for civil production, it is 
through the pull of higher wages and profits in arms in- 
dustry, not through any pressure of falling prices in civil 
industry itself. On the other hand, it cannot be said 
that the public, by failing to cut down its consumption 
expenditure sufficiently, is preventing the release of re- 
sources for the war effort. If the Government can find a 
use for labour or capacity at present working for the 
civil population it has no difficulty in securing them, 
either by decree or by creating money to attract them 
away from their present employment. It is for the 
Government to decide what shall or shall not be pro- 
duced, irrespective of the way the public disposes of its 
money. 

Thus it can be said with only the slightest qualifica- 
tion that the level of monetary contributions to the 
Exchequer has no direct connexion whatever with the 
size of the real war effort. Voluntary subscriptions, 
increased taxation, additional saving cannot give us 
more aeroplanes, for the only limit on the output of 
aeroplanes is the physical capacity of the aircraft in- 
dustry. When the savings appeals argue that “ every 
pound that flows in from the sale of Defence Bonds 
increases the flow of molten steel from the crucibles and 
blast furnaces,” this is a plain mis-statement of fact, 
which may or may not be justified in its results. All that 
savings can do—and it is an important enough task—is 
help to avert inflation, to keep down prices by making it 
unnecessary to create so much additional money and by 
leaving the public with less money to spend on con- 
sumers goods as the output of these goods is restricted 
by the transfer of resources to the war sector. Once it 
is realized that the one and only function of savings, as of 
taxation, is to keep down prices, it is crystal clear that 
the only contributions to the Exchequer which are of 
any value at all in financing the war are those which 
reduce the amount of money coming on to the consump- 
tion goods markets—money which, in other words, is 
provided out of income and reduces the aggregate spend- 
ing power of the public. Money provided in any other 
way may help to bridge the formal Government deficit, 
but it does not help to prevent inflation. For example, 
each of us seeks to maintain a certain cash balance, an 
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unspent margin on current account, built up out of 
money which would otherwise have been expended on 
consumption. For the Government to attract these funds 
into Savings Certificates or Defence Bonds and then 
spend the proceeds would be no less inflationary that a 
straightforward creation of additional bank credit. 
Deposits would not have risen, but the velocity of circu- 
lation of those deposits would have been increased 
through the Government’s paying out as income money 
which would otherwise have been left idle. The invest- 
ment in Government loans would not have had as its 
counterpart any reduction in the consumption expendi- 
ture of the subscribers. This, incidentally, is the 
fundamental objection to the proposal, discussed in some 
sections of the popular press, that the owners of the 
£2,500 million of bank deposits should be made to 
finance the war. Apart from the fact that a tax assessed 
in proportion to cash holdings has no rational basis in 
equity, the basic point is that to turn over to the Govern- 
ment these funds which would otherwise have been held 
as a cash reserve could not conceivably help to keep 
down prices and release real resources, except in so far 
as their former owners were thereby induced to build up 
fresh balances out of income. 

All this might seem very academic were it not that 
some of the recent utterances and acts of those in charge 
of the Savings Movement have suggested a failure to 
discriminate between different kinds of subscriptions. 
Thus Sir Robert Kindersley recently reproached com- 
pany directors for undue reluctance in investing 
company reserves and other institutional funds in 
National War Bonds. Subsequently three committees 
were formed, representing the banks and other sections 
of the City, with a view to stimulating sales to institu- 
tional holders. Certainly, the general interest demands 
that Government loans should make a good showing. 
But it requires to be recognized that it makes no 
difference to the finance of the war—much less the war 
effort—in what form companies hold funds which, on 
account of dividend limitation or reserve policy, would 
not be paid out to shareholders in any case. If they are 
held, for reasons of liquidity, on bank deposit, then the 
Government can create an equivalent amount of floating 
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debt without silidieasin consequences.* And if the 
reason for this liquidity-preference is not the general 
situation but dissatisfaction with the rate of interest 
allowed on the bonds, then the Government has the 
perfectly simple remedy, which is a recognized element 
in cheap money technique, of continuing to issue floating 
debt until the market is so glutted with idle liquid assets 
that their holders are willing to accept the rate offered on 
longer-term securities. The true objective of the Savings 
Movement, in any event, is to induce the public to cut 
down its spending. What it does with the money thus 
saved is largely a matter of indifference. The banks 
represented on the new committees could help far more 
by bringing tactful pressure to bear on private customers 
through their branch managers than by stimulating 
company subscriptions—much less by taking up 
Government loans themselves. 

What is far more serious than a mere misdirection of 
the efforts of the Savings Movement is the obstacle to 
sound finance presented by the monetary misconceptions 
of the public. To some extent, no doubt, the trade union 
pressure for higher money wages reflects a willingness to 
exploit a superior bargaining position at the expense of 
unorganized labour and of other sections of the com- 
munity. But it is difficult to believe that this policy 
would have been pushed to the lengths we have seen if 
it were at all widely understood that, since only a small 
portion of the real sacrifice can be shouldered on to 
salary-earners and other groups (because the bulk of the 
real consumption comes from the under £250 group) 
prices must inevitably win the race even with trade union 
wages. In the same way that labour’s representatives 
press for higher money wages, in the belief that this 
makes possible increased consumption notwithstanding 
a contraction in the aggregate output of consumption 
goods, so they tend to oppose sufficiently drastic and 
widespread taxation, in the mistaken view that taxation 
imposes a fresh sacrifice. In reality, of course, the sacri- 
fice results from the reduction in the output of consump- 
tion goods. If money incomes are not, in the aggregate, 
reduced correspondingly then the sacrifice will be ex- 
acted by rising prices. Collectively, those are the only 





* And at an interest charge of only I per cent. (or even, if i it ‘liked, 
4 per cent.) instead of 2} or 3 per cent. 





MONETARY ILLUSIONS 151 
alternatives, which in real terms differ only in a slightly 
different distribution of the real sacrifice between in- 
dividuals and groups. Unfortunately, this elementary 
truth has been obscured, among other things, by a 
succession of Budget Speeches pleading with the tax- 
payer to accept additional “burdens,” instead of point- 
ing out that the burdens are inescapable in any case. 
This kind of talk merely fosters the illusion that the alter- 
native to taxation is higher real consumption—instead 
of higher prices—in the same way that much of the sav- 
ings propaganda implies that the public still has the 
choice of consuming or lending to the Government. If 
greater pains had been taken to instil into the public 
mind a few simple truths, instead of encouraging these 
monetary illusions, there might now be a better chance of 
enforcing an adequate wages policy and an adequate 
fiscal policy, without which inflation is unavoidable. 





Some Legal Problems of Wartime 
Banking 
By Maurice Megrah 


DEATH OF CUSTOMER—MANDATES 


HE war continues to bring fresh problems. Most of 
them are in the main questions of administration, 
which chiefly concern the head offices of the banks. 
But some present fresh aspects of law and practice, and 
not a few, which have arisen out of the fighting of the 
British Expeditionary Force on the Continent and else- 
where, are matters more intimately affecting branch 
officials. A customer’s mandates to his banker (or to any- 
one else, for that matter) are, of course, terminated by his 
death. Whereas in peace time the knowledge of a 
customer’s death usually reaches the banker quickly, in 
war time it is different, particularly if the customer is 
serving abroad, when at best communications may be 
bad. In connection with the fighting forces, there may 
arise, too, the presumption that a customer is dead, which 
presumption may be supported in greater or less degree 
by information received from official sources. The 
problem lies in judging the weight to be given to any 
information relative to the matter. 
02 
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Although mandates are automatically determined by 
the death of the person giving them, where the banker 
has no knowledge of the death and is not possessed of 
information which should lead him to such knowledge, 
he is nevertheless not liable, as against the personal 
representatives of the deceased, for any act he does by 
virtue of a mandate—e.g. the payment of cheques after 
death. All mandates are affected, whether they be 
cheques, authorities for a third party to operate on the 
customer’s account, powers of attorney or any other in- 
struction. On the other hand, if, for instance, a banker 
had at the request of his customer given a stock order 
which was not completed at the date of the customer’s 
death, it would be permissible to complete the order 
unless it could be cancelled without prejudice to anyone, 
since the transaction could not be divided up. In regard 
to powers of attorney, anyone acting in pursuance 
thereof in good faith and without notice of the donor’s 
death, is protected by s. 124 (1) of the Law of Property 
Act, 1925. A joint mandate is revoked by the death of 
any party to it. Any authority in the mandate to act 
on the signatures of survivors is merely confirmatory of 
the intentions of the parties; and the right of those sur- 
vivors to act, in regard to a bank balance, for example, 
is a right of survivorship and not derivable from the 
mandate. The balance vests in them by operation of 
law and they draw on it in their own right. 


PRESUMPTION OF DEATH 


It is clear that a banker cannot without strong evi- 
dence presume that his customer is dead. The fact that 
the latter is in the fighting forces is, by itself, no reason at 
all for such presumption. And it is submitted that the 
case is no stronger where no communication has been 
received from the customer, either by his family, his 
friends or his banker, for some longer time than is 
thought normal. Negative evidence is by no means 
enough; there must be something positive and it must 
amount to something more than rumour. 

It is here that doubt begins. To disobey his cus- 
tomer’s mandate without due cause would be a breach 
of contract for which damages can be obtained. 
Admittedly this may often not amount to anything very 





serious. By reason of the banker’s knowledge of his 
customer’s circumstances and of the fact that the 
majority of customers would be inclined to approve any 
action designed to safeguard their interests, even if that 
act should turn out to be unsupported by the actual 
circumstances, the risk is perhaps not important. More- 
over, in the case of the return of a cheque, damages are 
nominal except in certain cases and, usually, the drawing 
of a cheque by someone on active service would not be 
one of these cases. Yet it is the exception which causes 
the trouble—and the damage. 

To return to the question of adequate grounds for 
assuming death, information may be received from 
someone who has returned to this country, on leave or 
wounded or for some other reason, and who alleges 
personal knowledge of the fact; or from a letter from 
someone, based on alleged personal knowledge; or 
from the military authorities. None of these is un- 
doubted, but a banker would act on the last, at any rate, 
and it is inconceivable that he could come to any harm 
even if the information turned out to be untrue. Yet the 
customer’s right of action remains and no redress could 
be obtained from the military authorities. Nevertheless, 
no problem arises; bankers would unquestionably act 
on such a statement, and could not be blamed for doing 
so; it could merely, and in exceptional cases would only, 
be a question of meeting the claim when it was raised. 
On the other hand, a banker would be most unwise to 
accept anything less than an official intimation unless, 
from his own personal knowledge of circumstances sur- 
rounding the customer, he were fully satisfied as to the 
correctness of his information. 


“ MISSING—BELIEVED KILLED.” 


The position is even more difficult where the customer 
is reported as missing. Here, again, hearsay or rumour 
should be ignored. But what if the information is official 
and, further, if it is coupled with the laconic statement 
“believed killed”? These are cases where presumption 
of death certainly arises, earlier in the second than in the 
first. It is doubtful if in either case the banker would be 
justified in acting as if the fact of death were beyond 
question. At the same time, if no further news came 
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through, the banker would clearly not be right in carrying 
on as usual. Cheques drawn abroad might take an 
appreciable time in coming through; the customer may 
have given post-dated cheques or he may have instructed 
his banker to make periodic payments for several 
months to come. What a banker should do in such 
emergencies must depend on what outside information 
he is able to gain concerning the official news—whether 
he can obtain any kind of confirmation; the nature of 
the transaction; the attitude, perhaps, of the customer's 
family; and, finally, whether he can obtain any kind of 
indemnification. Naturally, the question of time cannot 
be excluded. But it can only be said that where the 
official report is “believed dead,” the period during 
which he will continue to treat the customer as living is 
necessarily shortened. 


PRISONER OF WAR 

Where a customer is taken prisoner and may, there- 
fore, have difficulty in communicating his wishes to his 
banker, no problem arises in regard to cheques drawn 
by him; but he may have empowered his wife or some- 
one else to draw on his account. In this case, the attitude 
a banker should adopt must depend on the wording of the 
mandate. For example, authority to operate on a current 
account does not, in itself, carry with it the right to do 
anything else, such as to borrow or to deal with securi- 
ties. Where the authority exists, however, the fact that 
the customer is a prisoner is no good reason for stopping 
his account or the operations of his attorney or other 
person authorized to act for him. It is no part of the 
banker’s duty to act as a watchdog for his customer, 
though he is able at times to satisfy himself from a 
scrutiny of the payees and amounts of cheques drawn, 
that seemingly bona fide payments are being made. 
Where a customer has given authority for someone to 
operate on his overdrawn account, it is a moot point how 
far a banker would be justified in continuing to regard 
that authority as valid if it were impossible to get into 
touch with the customer. 


PROTEST OF FOREIGN BILLS 
Another matter which has exercised the minds of 
bankers of late is the effect of the Defence Regulations 
and the Trading with the Enemy Act on the statutory 
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duties of the presenter of bills of exchange. Payment of 
bills drawn on this country from abroad requires the 
approval of the Bank of England or their agents, acting 
in accordance with emergency legislation. Presenters of 
such bills, received for collection, are required to com- 
plete forms of authorization before they can obtain pay- 
ment. Drawees are not permitted to pay without such 
authorization, to obtain which necessarily takes time. If 
it is obtained beforehand the delay involved may make 
it impossible for the holders to present on the due 
date, failure to do which constitutes an infringement of 
s. 45 (1) of the Bills of Exchange Act, 1882. If it is not 
obtained beforehand, then the act of the drawees in 
refusing to pay the bill without such authorization consti- 
tutes dishonour. And if noting is postponed until the 
authorization is obtained and the instrument again 
presented, it may be too late to note, if the instrument is 
again, for any other reason, returned. 

In the writer’s view, the emergency regulations do 
not relieve the holders for collection of foreign bills of 
the obligation of noting them on dishonour, if they wish 
to retain recourse against the drawer and endorsers. The 
bill must be presented on the due date or the collecting 
agent will be liable to his correspondents for the conse- 
quences. Section 46 of the Bills of Exchange Act, which 
provides for delay in presentment, is of no help in this 
connection, for the delay can hardly be said to be 
“caused by circumstances beyond the control of the 
holder and not imputable to his default, misconduct, or 
negligence.” There may be nothing to prevent his 
presenting on the due date. It has been suggested that 
presentment without the Bank of England authorization 
may not be proper presentment within the meaning of 
s. 45 of the Act, but there is nothing in the many sub- 
sections of the section which supports that view. 

Section 51 (2) of the Act requires that a foreign bill, 
dishonoured by non-payment, shall be duly protested for 
non-payment. “If it be not so protested, the drawers 
and endorsers are discharged.” What is a collecting 
banker to do? He should note, the cost of which is not 
serious, and draw up a protest later only if necessary. In 
the majority of cases it will be unnecessary. This course 
is probably worth while, even if the bank has in some 
cases to bear the expense itself. 
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Inflation as a Means of Nazi 
Exploitation 


By Paul Einzig 


adopted the slogan that this war must be financed 

by the present generation. Later on, when it was 
found that taxation revenue can cover only a small 
fraction of the gigantic expenditure, the spokesmen of 
the Nazi Government adopted a new slogan: they 
declared that the war will be financed out of the re- 
sources of the conquered nations. The Nazi administra- 
tion of conquered countries sets out to achieve this end 
with remarkable skill and efficiency. Apart from the 
confiscation of the property of the defeated Govern- 
ments, and even of private property, the German 
authorities have devised a scheme by which they are 
able to make the conquered pay for a large proportion 
of the burden of the war. Officially, no reparations have 
as yet been levied upon them—which does not mean, of 
course, that none will be imposed at a later stage. For 
the moment, however, the Germans have devised a 
method which makes the reparations of Versailles look 
amateurish. It enables the victor to exact from the van- 
quished huge indemnities, both in the form of immediate 
capital payment and in the form of the payment of 
annuities out of the current national income. 

A variety of devices is employed for this purpose, and 
the methods used by the Nazis in various conquered 
countries are not entirely identical, but the fundamental 
principle is the same everywhere. Nazi Germany, to 
avoid inflating her own currency—or at any rate to 
reduce the amount of inflation—has embarked upon a 
process of inflating the currencies of the conquered 
nations. In effect, this system amounts to the purchase 
of the stocks and current production of the conquered 
countries by the occupation authorities or private 
German buyers, against payment to the sellers in the 
latters’ own national currencies. Actual payment takes 
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place in various forms, the best-known of which are the 
following :— 

(1) Reichsmark notes. 

(2) Credit Office notes. 

(3) Bills drawn upon the German Government. 

(4) Clearing balances. 

(5) Notes issued by the occupation authorities. 

(6) Notes lent by the Central Bank of the conquered 
country. 

Even if the payment is made in reichsmark notes it 
is not the German currency but the currency of the con- 
quered country which is inflated in the last analysis. For 
sooner or later the reichsmark notes find their way to the 
Central Bank of the conquered country, which has to 
accept them at a fixed rate against national currency. 
Since the rate fixed is in every case unduly favourable 
to the reichsmark, the recipients of the reichsmark notes 
usually hasten to exchange them for their national 
currencies. In some cases—in Poland, for instance— 
reichsmark notes ceased to be Jegal tender after a certain 
date, and by this measure their flow to the national 
Central Bank was accelerated by the German authorities. 
As a net result the reichsmark notes find their way back 
to Germany, and the note issue of the Central Banks con- 
cerned is inflated by an amount equivalent to the German 
payments in reichsmark notes. The Central Banks 
obtain German Treasury bills or Credit Office Notes, 
payable after the conclusion of peace, against the 
surrender of the reichsmark notes they have collected. 

Credit Office Notes are also given by the German 
authorities to private firms or individuals, in settlement 
of claims arising from requisitioning or purchase of 
goods from the conquered people. Since most producers 
cannot afford to hold these Credit Office Notes until the 
conclusion of peace, it is often necessary for their Central 
Banks to relieve them of these holdings, in order to 
obviate a freezing up of the economic system. This 
again means currency or credit expansion in the con- 
quered country, without any such expansion in 
Germany. 

The industrial undertakings in occupied countries 
which work for the German armed forces are either 
taken over by the German authorities or private German 
interests, or are forced to execute orders on official 
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German account. In either case, the working capital is 
provided by drawing bills upon the German Govern- 
ment department concerned, and rediscounting these 
bills with the national Central Bank. German rearma- 
ment was largely financed by such methods between 
1935 and 1938, until full employment was reached and 
Dr. Schacht succeeded in restricting the use of such 
inflationary methods. Neither he nor anyone else is 
likely to prevent the German authorities from making 
use of this method to the full in the conquered countries. 

The pre-war clearing agreements between Germany 
and the conquered countries are still in force. Germany 
takes full advantage of this, and imports as much as 
possible without exerting herself to export much in 
return. The result is the accumulation of a large frozen 
debit balance on the German clearing account. And 
since the exporters of the conquered countries cannot 
afford to wait indefinitely for payment, they have to be 
supported by their Central Bank, which again helps to 
inflate their local currencies. 

In one instance, in Poland, the German occupation 
authorities established a bank of issue of their own, which 
issues German currency in the denomination of the 
conquered nation’s currency. The limit to this note issue 
is set by the requirements of the occupation authorities— 
which means that it has practically no limit. In the 
majority of instances the occupation authorities do not 
take the trouble to create a new bank of issue and intro- 
duce a new currency. They simply compel the existing 
banks of issue to make use of the printing press for the 
purpose of granting advances to the German authorities. 
In the case of Norway the board of the Central Bank 
has been removed to Britain, but this does not prevent 
the Germans from compelling an unauthorized board in 
Oslo to issue forged notes with the aid of the printing 
press of the bank which was left behind. In other 
instances the Central Banks remained behind, and have 
to obey instructions. 

Whichever method of payment is chosen, the net 
result is an expansion of the note circulation or the 
volume of credit in the countries concerned. At the 
same time the volume of goods becomes sharply reduced 
as a result of the one-sided trade with Germany. Conse- 
quently, the inflationary trend of currency and credit 
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tends to produce a very pronounced effect. For the 
present, this effect is partly offset by rigid price control 
of necessities, and by the decline in the purchasing power 
of those sections of the conquered people which have 
become unemployed or have been expropriated as a 
result of the invasion. Since, however, the Germans are 
lavishly spending the money of their victims, the total 
purchasing power in circulation tends to increase none 
the less. The result is a sharp rise in the black markets 
for the controlled goods. The price of uncontrolled goods 
also rises rapidly. Within a brief period, the German 
invaders have succeeded in undermining the currencies 
of the conquered countries. At the same time they have 
added considerably to their own economic resources 
without giving anything in return. 


An Australian Critic looks at 
British Export Policy 
(From a Correspondent in Sydney) 


S viewed from the Antipodes, British export policy 
A up to the present does not seem by any means to 
have been as discriminating as could be desired. 
Australia, at any rate, has experienced a flood of British 
exports since the war began, and an undue proportion 
of these have been non-essential goods, which have 
embarrassed the Australian Government both as regards 
the balance of payments and its domestic policy of 
raising war loans. (It will be realized that goods of any 
type from sterling countries are admitted free of licence 
or restriction.) Now, if British export policy were 
directed solely to the maximization of the war effort, this 
would surely not have occurred. To assist Britain’s war 
effort, goods, non-essential preferably from Britain’s 
point of view, would be sent to Australia only if they 
were necessary to pay for essential imports from Aus- 
tralia, such as wool, wheat, gold, munitions, metals, and 
butter. But Britain, far from having an adverse balance 
of payments with Australia, which must be reduced by 
increased exports, actually has a most favourable 
balance, as is shown by the fact that Australia needs to 
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borrow large amounts from her.* Britain is, in any case, 
obtaining under the bulk purchasing agreements all the 
essential imports she needs from Australia, and it is 
certain that Australia would not cancel these agreements, 
however small the exports Britain sent her in return. It 
is most unlikely that Australia would seek to obtain 
current payment by drawing on London balances to 
secure from other countries imports normally supplied 
by Britain. Any such action would certainly embarrass 
Britain during the war, if, for example, Australia bought 
them from the U.S.A. or Canada. 

Actually Australia has, in accordance with general 
Empire policy, introduced a licensing scheme to restrict 
non-sterling imports, and is cutting down inessential 
imports from outside the sterling area. If Britain re- 
duced her non-essential exports to Australia, that 
Dominion would certainly not attempt to obtain them 
from other countries; and as the Australian investment 
control authorities have set their face against non- 
essential import replacement, it is even unlikely that 
such imports would be supplanted by home-produced 
goods. Thus one may fairly conclude that war con- 
siderations are not motivating Britain’s “ export drive” 
to Australia. And it will probably be found that this 
statement applies to other Dominions as well. If a 
remote Antipodean may hazard this statement, it appears 
that British exports are not being directed according to 
a list of priorities. The general assumption seems to be 
that exports assist the war effort equally well, wherever 
they are sent, and British exporters are thus being 
allowed to take the line of least resistance by increasing 
their sales to their established markets in the Dominions. 

Whether this is the case or not, it is clear that British 
resources could be more effectively used to win the war 
than by sending non-essential goods to the Dominions. 
Possible alternatives are: 

(a) Exportable goods could be sent to non-sterling 


* A sterling defence loan of {stg6 million was raised in London in 
June, 1939. Australian overseas expenditure in the year ending 
June 30, 1941, is expected to be about {stg25 million. A ‘‘ temporary 
arrangement ’’ was made with the British Government to borrow the 
portion of this amount needed up to the end of December, 1940. (See 
Financial Statement, May 2, 1940, of the Australian Treasurer.) 
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countries immediately, or placed in stock for that 
purpose. 

(6) The men and materials used to make them could 
either be used to make other exports suitable to non- 
sterling markets, or diverted to other activities in Britain. 

With a view to determining a more militant use for 
British export resources, a survey of British export in- 
dustries would undoubtedly be invaluable. 

But, supposing all these considerations have been 
taken into account by the British export authorities, and 
they have based their policy instead on a regard for 
Britain’s post-war situation, what is there to be said? 
After the last war, British export trade certainly suffered 
a post-war decline. The U.S.A. had usurped Britain’s 
place as a supplier of certain goods to the Dominions and 
had stolen a march on her by establishing markets in the 
Dominions for new goods such as cars and films. At the 
same time some British exports had been replaced by 
home production in the Dominions. Any repetition of 
such developments would naturally be serious for 
Britain after another exhausting war, and concern for 
such a possibility must be respected. But it must not be 
forgotten that a better system of exchange and import 
controls is in force throughout the Empire now than 
there was in the last war. It is unlikely, judging by the 
way these controls have been applied to date, that Britain 
has much to fear from other countries securing her 
markets in the Dominions. If there are still loopholes 
which might permit this, then it is high time that steps 
were taken to close them. As to the possibility of British 
exporters losing markets to home producers in the 
Dominions, one cannot be so definite. Investment 
control is being practised throughout the Dominions, but 
how effective it is, or can be, in conserving British 
markets it is difficult to say. Even if import replacement 
can be prevented by forbidding the setting up of new 
factories or extensions to old ones, the possibilities must 
be considered of substitutes for goods formerly imported 
from Britain becoming more popular, or of Dominion 
populations learning to do without British imports. Of 
course, this cuts both ways; the people of Britain seem 
to be getting used to margarine as an alternative to 
butter, which affects exports from some Dominions quite 
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seriously. But, . aatlianeiilias all such provisos, the 
writer feels that Britain’s post-war position can be 
sufficiently safeguarded, to give Britain confidence 
in reducing her exports to the Dominions, by more 
co-operation within the Empire. 

What general principles, then, should underlie 
Britain’s export policy towards the Dominions, and vice 
versa? Although the resources of the British Empire are 
in the aggregate much greater than those of Germany, 
it is clear that they cannot be made decisive in the war 
until a larger proportion of them is diverted to war pro- 
duction. That there should be as little non-essential 
production as possible is clearly recognized in individual 
Empire countries, particularly in England, where con- 
sumption is being seriously curtailed. Yet Britain is 
wasting effort by producing non-essential goods for the 
Dominions! If the Empire is considered as a single unit, 
it is quite obvious that Britain should no more be pro- 
ducing non-essential goods for the civilian populations 
of other parts of the Empire than for her own people. 
Nor should Australia or any other Dominion be pro- 
ducing non-essential goods for the British population any 
more than for her own people. This fact is none the less 
true because Australia is now supplying very little that 
is non-essential to Britain, whereas she is still producing 
too much that is non-essential for her own people. The 
clear recognition of this would lead to action by each 
Empire country along one or both of two lines: Instead 
of, as at present, permitting the entry of sterling goods of 
any type, each Empire country would reduce or prohibit 
those which are non-essential. Alternatively, or con- 
currently, resources now being used to provide non- 
essential exports to other Empire countries would be 
diverted to more useful purposes. 

Even then there would still remain the problem of 
the post-war situation. So far as the maximum war 
effort of the Empire is concerned, it is immaterial what 
system of exchange or payments is in force; the resources 
of the Empire remain the same. If those resources were 
used as suggested above, non-essential production being 
reduced to a minimum and the resources set free being 
used for war, the Empire’s war effort would be just as 
great, however much some countries of the Empire 
might become indebted to others during the war. That 
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is the basic economic fact, though there yet remains the 
problem of equity. It would be manifestly unfair if one 
Empire country, let us say Britain, incurred large in- 
debtedness to another, let us say Canada, despite, or 
more probably because of, a proportionately greater war 
effort. The problem of distributing the war burden 
equitably could best be solved, not by maintaining a 
sector of export industry producing non-essentials for 
other Empire countries in order to reduce indebtedness 
arising from the war, but by agreement among Empire 
countries to re-allocate debt balances and markets after 
the war. 

The basic conclusion resulting from all this is that 
there should be a greater degree of co-operation among 
Empire countries. The whole field of production in each 
Empire country should be examined to determine what 
is essential and what is not essential, whether for home 
use or for export, and an effort should be made to divert 
to war purposes not only non-essential production for the 
home market but also capacity producing inessentials 
for Allied areas. Preferably in collaboration, each 
Empire country should curtail imports of non-essentials, 
whether they come from sterling or non-sterling 
countries. At the very least all imports of non-essentials 
from non-sterling countries should be reduced, together 
with all imports from sterling countries of non-essentials 
which could be exported to non-sterling countries, or the 
resources embodied in which could be diverted to other 
purposes. This done, the question of inter-Allied 
balances of payments should be waived until after the 
war and a formal clearing arrangement similar to the 
former Anglo-French agreement should be entered into 
between all Empire countries. At the same time an 
agreement should be made for an Empire Conference 
after the war to apportion debts arising from the war, 
according to an agreed formula, and to formulate 
Empire trade agreements. For the working of such a 
scheme it would be necessary to establish a Committee 
in London composed of representatives of each Empire 
Government, preferably assisted by a competent secre- 
tariat whose members would be drawn from each 
Empire country and set to work on war and post-war 
problems. 

Perhaps such a scheme may seem at first sight too 
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ambitious to be workable. But only on such lines can the 
disadvantages arising from the dispersion of the Empire’s 
power over widely separated, more or less autonomous, 
countries, be overcome, and the Empire’s resources be 
used to the best effect. In any case, the production of 
non-essentials in Britain for export to the Dominions, 
with the possible exception of Canada, should cease and 
Britain should enter into arrangements with the 
Dominions to insure herself against another post-war 
loss of export markets. In addition, a list of priorities 
for exports should be formulated in Britain, headed by 
exports to the U.S.A., with exports to the sterling 
Dominions coming at the bottom. And, above all, 
British exporters should be directed and helped to push 
their goods in markets outside the sterling area, even 
though the expansion of sales in such markets may 
present greater difficulty. 


Australian War Finance 


By Donald Cowie 


USTRALIA, in the period before the war began, 
A was enjoying the most prosperous years of its 
history, a prosperity based on balanced accounts 

and an increasingly self-contained economy. London 
funds of the banks had mounted; revenue was buoyant. 
To be sure, the international events of 1939 imposed a 
certain strain. Prices for the principal exports moved 
down; larger imports were needed for the new defence 
programme. London funds had to be drawn upon and 
the cash ratios of the banks were adversely affected. But 
the economic structure took the strain without difficulty, 
and as the war-clouds darkened the Government made 
its plans. The method that had been so successful in 
the depression of the ’thirties was adopted again. A com- 
mittee of experts was convened to consider the measures 
that should be taken (Professor Copland again in 
prominence). When war actually came, therefore, Aus- 
tralia was as well prepared, financially, as any part of 
the Empire, and her economy was better regulated for 
the emergency than that of many parts. Controls were 
imposed scientifically, not at haphazard, and they were 
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devised to ensure the stability of the national finances as 
a whole. Not only did Australia, as a loyal member of 
the sterling group, impose restrictions upon exchange and 
imports; she often imposed total prohibition of certain 
classes of goods. Not only did she take quick measures 
to prevent profiteering; she at once appointed a Price- 
Fixing Commissioner with powers to prevent inflation. 
One result was to secure a stability of prices not equalled 
elsewhere in the British Empire. There has, to date, 
been a very small increase of prices in Australia as 
compared with Great Britain and other countries. A 
Budget imposing increased taxation to the amount of 
£A.8,400,000 was immediately introduced as a first 
instalment of war finance. 

The magnitude of the task before such a young and 
thinly-populated country will be appreciated. The first 
German war had already cost Australia about 
£A.877,145,000 by the outbreak of the second one, and 
of this about £A.305,000,000 had been interest paid on 
war debt. But whereas Australia had spent some 
£A.60,000,000 on military purposes during 1914-15, 
it was soon seen that the first two years of the present 
conflict would cost at least £A.180,000,000. On the 
external side, the problem of meeting this financial 
burden has been greatly facilitated by the bulk market- 
ing agreements made with the British Government. 
Thanks to prompt payments by the British Government 
for the produce—altogether some £A.100,000,000 a year 
would have to be paid—the all-important London funds 
of the Australian banking system showed a notable 
increase towards the end of 1939, and thereby assisted 
the Australian Government in what might have been a 
difficult situation. Reference has been made to the 
rather unhealthy increase of imports before the war. 
Despite all restrictions, the import figures continued to 
mount even after the outbreak, partly as a result of the 
British export drive, and partly because Australia still 
had to purchase many of her preliminary war require- 
ments overseas. The principal increases were in 
textiles, petrol and aeroplanes. But London funds did, 
nevertheless, register some improvement. 

The big sales of produce to Britain had another useful 
effect. It has been mentioned that the cash ratio of the 

> 
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Australian banks before the war had fallen rather low. 
But now the liquidation of advances was assisted by the 
good sales of produce. The position was also eased by 
the action of the Central Bank in making large direct 
subscriptions to Government loans. The following table, 
based on the monthly returns of the trading banks, brings 
out this recovery in liquidity ratios, notwithstanding a 
substantial increase in deposits : 
Cash Assets 


Deposits to Deposits Advances 
£A.m. » A £A.m. 
1938 
March 322 25-33 279 
June 315 22.55 285 
September 311 21.72 289 
December... = 319 22.79 287 
1939 
March a a 322 23.46 285 
June .. a5 i 318 20.84 292 
September .. ~ 315 18.60 296 
December .. i 335 23.66 287 
Ig40 
March is - 352 27.40 278 


The first main war Budget was introduced at the 
beginning of May. New taxation to produce an addi- 
tional £A.20,000,000 in the financial year 1940-1941 was 
imposed to meet part of the estimated war expenditure 
of £A.r10,000,000. (It had been decided to raise 
£4.50,000,000 of this by loan.) The new imposts in- 
cluded a war-time company tax, an undistributed profits 
tax of ts. in the pound, increased income-tax to produce 
£A.3,000,000, double land tax, increased estate duties, 
and an increase in the existing sales tax. Petrol duty 
was increased by 3d. a gallon, as a special war duty over 
and above the existing 1o per cent. of customs and 
primage duties. The financial significance of this 
Budget was to shift the emphasis away from borrowing 
from the banking system towards borrowing from the 
public and raising more taxes. But to many Australians 
at that period its only significance was the immediate 
effect on their pockets. It would have been different if 
the war had demanded it, but the war was then dragging 
along towards the end of its passive phase and even the 
British Government of that time showed no inclination 
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for drastic methods of war economy. For all that, the 
healthy condition of the country’s finances was not 
affected by this kind of controversy. Australian revenue 
for the year ended May 31 was the highest ever recorded 
at £A.99,000,000, including £A.4,000,000 excess revenue 
from Customs and Excise. The annual report of one 
Australian land company revealed that profits, after 
providing for taxation and exchange loss (London 
profits), had risen in 1939-1940 from £70,777 to £151,162. 
The lists for Australia’s first war loan of £A.18,000,000 
were opened on March 1. By the end of the first day half 
the total amount had been taken up. When the lists were 
finally closed the number of subscriptions—14,000o— 
constituted a record. Thesecond loan, for £A.20,000,000, 
was fully subscribed in less than a week, actually over- 
subscribed by £A.550,000. 

Measures to preserve exchange were intensified at 
this period. Further restrictions on imports from non- 
sterling countries, applicable from April I, were expected 
to save exchange equivalent to £1,650,000. The Aus- 
tralian Government directed Australian owners of 20 
specified American stocks to sell them within six months 
and to lodge the dollar proceeds to the account of the 
Commonwealth Bank in New York. The dollars would 
be used solely to meet the Government’s needs in the 
United States. It was estimated that the sale of these 
stocks would increase Australian dollar holdings in New 
York by about $5,500,000. Holders were warned that 
ultimately all Australian holdings in the United States 
would be converted. 

That was the position until the middle of 1940 and 
the fall of France. Australia had made a good start, 
thanks to sound and comprehensive financial measures, 
but had suffered a psychological reaction when the 
tempo of the war did not keep pace with the individual 
Australian’s enthusiasm, a reaction, however, that was 
only skin deep. Then the French disaster and the 
sudden peril of all completely changed the situation. It 
is unnecessary to enlarge upon the admirable response 
of the Australians to that emergency. “ We offer Britain 
an open cheque to draw on Australia’s man-power,” said 
the Minister of Defence at once. Authority to raise an 


additional loan of £A.20,000,000 for war purposes, 
Pp * 
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especially munitions, was immediately granted by 
Parliament. ‘“ The facilities for the production of muni- 
tions already available in Australia,” said Mr. Spender, 
the Federal Treasurer, “ will provide for the adequate 
defence of Australia. The new additions will enable us 
to afford invaluable assistance to the Empire war effort 
as a whole.” The Government was given authority to 
mobilize national resources by legislation modelled on 
the Emergency Powers Bill passed by the British 
Government. An interest free loan of £A.5,000,000 was 
floated. A 100 per cent. war profits tax was imposed. 
New military and industrial commitments entered into 
by the Government would, it was estimated, raise Aus- 
tralia’s war expenditure to £A.453,000,000 by 1942. To 
conserve exchange still further, particularly dollar 
exchange, Australian importers agreed not to import car 
chassis from any country, including Britain, during the 
nine months beginning September 1. A list to fill several 
pages could be made of similar measures. 

And there the story, for the meantime, rests. The 
basis is one of sound finance, thanks to an energetic and 
responsible Government profiting from the experience 
gained during the 1930 depression. But Australia’s 
financial methods have been by no means conservative 
in the reactionary meaning of that term. The economists 
who have advised recent Australian governments are all 
forward-looking men; they belong mainly to the 
“planning ’”’ school; their interest is purely the efficient 
working of the economic machine, and their method a 
firm grip on the controls. Australia was spoiled by too- 
generous injections of loan money during her infancy. 
She learnt the lesson of that during her painful 
adolescence of the early ’thirties, and to-day her financial 
policy is orthodox as it has never been before. The only 
large-scale borrowing so far has been internal, but prices 
are being rigorously held down. There is staying-power 
here, and ground for confidence. 
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Develop Trade with the French 
Empire ! 
By W. W. Syrett 


HE Franco-German armistice has given rise to 
considerable complexities in regard to the future 
of the French Empire. In spite of the fact that 
France and her North African Colonies have been placed 
out of bounds by Trading with the Enemy rulings, 
importers and exporters have begun to look for openings 
in the more distant portions of the French Empire, and 
in this they have been encouraged by official statements 
that the more distant colonies were to be brought into 
sterling area and administered economically from this 
country. The economic significance of these colonies is 
indicated in the following table, which sets out very 
briefly some of the main staple exports of the markets 
and sources concerned, grouped geographically :— 
COLONY EXPORTABLE PRODUCTS 
INDO-CHINA - - Dried fish, maize, pepper, tea, rum, rice, phos- 
phates, copra, tin, zinc, eggs, sugar, cotton, 
coffee, coal, wood, gold, skins, lace, tungsten, 
rubber, etc. 
OcEanic ISLANDS - Essential oils, rubber, phosphates, cocoa beans, 
skins, copra, shell, etc. 
EQUATORIAL AFRICA- Cocoa beans, ground nuts, gold, skins, palm 
oil and kernels, tin, wax, coffee, bananas, 
rubber, wood, etc. 


West AFRICA - - Palm oil and kernels, gold, coffee, cocoa, 
bananas, oxen, shelled ground-nuts, dried 
fish, diamonds, wood, cotton, copra, 
tapioca, kapok. 

MADAGASCAR - - Coffee, manioc, hides, sugar, dried vegetables, 


mica, maize, essential oils, vanilla and spices, 
precious stones, graphite, rafia, fats, sisal, 
canned meats. 
ISLANDS OF THE 
InDIAN OcEAN - Essential oils, copra, rum, ground-nuts, nickel 
ores, oil, coffee, wood, sugar, chromium, 
skins, silk and cotton fabrics. 


In a good many cases individual items are insignifi- 
cant in relation to world trade in the various products, 
but the total trade reaches more impressive proportions. 
Madagascar alone imported goods to the value of 
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Frs.609 million in 1938, and exported Frs.824 million. 
[Imports into the various colonies are normally of a 
nature to reflect their various stages of economic 
development under French administration : for example, 
the largest imports into Madagascar (in order of value) 
are coal, cement, mineral oils, metals, automobiles, wine, 
flour, soap, jute, cotton wool and silk fabrics, and some- 
what spasmodic items of machinery arising from railway 
and harbour development and agricultural requirements. 

From this country’s point of view, there are certain 
respects in which French Colonial products could be 
made of great importance to our wartime economy. 
United Kingdom exports of scent and toilet requisites 
can be kept up and expanded only if the manufacturers 
are assured of their supplies of essential oils. At present 
they have certain stocks in hand which will suffice for 
the next few months at least, but in the meantime they 
must be assured of replenishments before the end of that 
time if exports are to continue. The present strategic 
situation in the Mediterranean prevents free access to 
former sources in North Africa, and to the stocks held by 
the merchants of Marseilles. It is therefore essential that 
contact should be established with suppliers in Mada- 
gascar and Reunion to prevent these oils from going 
elsewhere or from being left unexploited. Another com- 
modity which is of importance, though less directly, is 
the product of the phosphate extractive industry of the 
French islands in the Southern Pacific. Japan relies 
upon phosphates to maintain a high yield per acre from 
her agricultural production. Control of these fertilizers 
thus has some considerable strategic and diplomatic 
value. Fortunately, it would seem that appropriate steps 
have been taken to watch the phosphate position closely. 

Such considerations apart, the general arguments for 
fostering exchanges with these outposts of France’s lost 
empire need no stressing. Unfortunately, individual 
traders who have attempted to develop this trade of 
their own initiative have as yet received little or no 
official encouragement or assistance. There are two main 
obstacles which individual enterprise alone cannot help 
to surmount. The first of these is the problem of com- 
munications. Surface mails are slow and uncertain, air 
mails entirely lacking. Thus cable remains the only 
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available means of communicating inquiries, bids and 
offers; and although this is practicable it is not merely 
expensive but is slowed down by censorship and the 
need, owing to the anomalous and still undefined position 
of the colonies in question, to consult with the Trading 
with the Enemy branch. A second difficulty is finance. 
Up to the French collapse, the great bulk of this colonial 
trade was financed, as well as insured and carried, by the 
merchanting and associated interests of Paris and Mar- 
seilles. Once trade with the sterling area is established 
it will no doubt be possible to arrange prices in sterling, 
for even though some of the smaller outlying islands 
might be averse to building up sterling balances, 
reciprocal trade—even private barter in the early stages 
—is always possible. Already some transactions have 
taken place on the basis of the old rate of 1763. Finance 
is, however, difficult to arrange from London, since all 
the mechanism for arranging credits with these colonies 
(specimen signatures, credit information and so on) exists 
only in France and is difficult to duplicate in this country 
with communications in their present state. 

Up to the present, unfortunately, there has been no 
organized initiative either to encourage the establish- 
ment of commercial relations with these territories or 
even to smooth the way for private initiative. The 
French banks are not altogether certain of their political 
status, for although their London offices have been 
declared head offices for certain purposes ensuring them 
future scope of a limited kind, they are largely working 
in the dark. Similarly, the French Chamber of Com- 
merce is occupied by British officialdom and financial 
uncertainty, and handicapped by the loss of key men in 
the consulate and of the Journal Officiel which, it seems, 
is still published but unobtainable outside France. Trade 
and associated circles have been driven to the realization 
that whichever way they turn they find not guidance, 
but a blank wall. They look in vain to the Board of 
Trade, the Treasury, M.E.W. and other Ministries, 
encouraged by the memory of high intentions hopefully 
announced but unable as yet to find the first glimmer of 
fulfilment. Until some positive lead is given, the 
political factor alone is sufficient to cause a deadlock. It 
would be greatly regrettable if for lack of such a lead the 
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present opportunities for bringing these disintegrated 
fragments of the French empire within the sterling ambit 
until France herself is liberated were to be thrown 
away. Co-operation with General de Gaulle for the 
remobilization of French military resources in this 
country should have its counterpart on the economic side 
in a remobilization of those parts of the French colonial 
empire which are prepared to throw in their lot with the 
cause of freedom. 


International Banking Review 


FRANCE 


HE German occupation authorities have assumed 
full control over French banking in occupied terri- 
tory. A German banker, Karl Schaefer, was 
appointed Commissar to the Bank of France, and other 
French banks were also placed under the supervision of 
Commissars. Otherwise they are allowed to carry on. 
The head offices of most French banks are still on 
unoccupied territory, mostly in Vichy or Clermont- 
Ferrand, but some of them are considering a return to 
Paris. If and when the Pétain Government should 
return there, most banks would follow, with the excep- 
tion of the Jewish private banks. In unoccupied France, 
British banks are believed to have been able to carry on 
until recently, when the Pétain Government had their 
balances blocked. 

The franc underwent a heavy slump in foreign 
markets during the early period of German occupation, 
partly as a result of the heavy selling of franc notes by 
French refugees in Spain and Portugal. At one time the 
pound-franc parity in the Lisbon market was 1,200. 
Subsequently, however, German intervention resulted in 
a sharp recovery, and at the time of writing the pound- 
franc parity is about 240. The object of this manceuvre 
was to induce wealthy French refugees to return to 
France. 

THE Low COUNTRIES 


The German authorities are understood to have 
succeeded in securing possession of very substantial 
amounts of privately-owned gold, foreign notes and 
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A MESSAGE TO 


Leaders of Business 


| and Finance 


HE OWNERSHIP OR CONTROL of money is at all 

times a grave responsibility. In this war it is a respon- 

sibility of deeper significance. It is the imperative 
duty of us all to place our available money at the disposal 
of the State in the form in which the Government needs 
it and at the time when it is required. To withhold it is 
to weaken the Country’s financial fabric and thus to prolong 
the war. If you have money in your possession or within 
your control, release it. Lend it now by subscribing to 
National War Bonds. This is the form in which the country 
needs the help of its Leaders of Business and Finance — 


( and needs it to-day. 
2:% National War Bonds 


(1945-47 ) 


A full Trustee Security—Price of issue £100 per cent—Subscriptions of £100 or mul- 
tiples of £100 will be received until further notice — interest accrues from date of 
purchase—Prospectus and application forms obtainable from Banks or Stockbrokers. 


Issued by The National Savings Committee, London 
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foreign securities in Holland. The Netherland Bank’s 
gold reserve, on the other hand, was evacuated in time. 
The importance attached to the control of Dutch banking 
is indicated by the fact that no less a person than Herr 
Wohltat was placed in charge of the Netherlands Bank. 
There is the closest supervision of the activities of the 
Dutch banks. The private safes have been sealed by the 
German Commissars, and can only be opened in their 
presence. 

The situation is more or less similar in Belgium. The 
Governor of the National Bank of Belgium, who followed 
the Belgian Government into its exile in France, has now 
returned to Brussels. On instructions from the German 
authorities, the National Bank is now issuing a new type 
of note. The belga has been abolished as a currency 
unit, and everything is now in denominations of Belgian 
francs only. 
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NORWAY 


It is understood that the German occupation authori- 
ties are financing their purchases with the aid of forged 
notes of the Bank of Norway. Shortly after the invasion 
the Norwegian Government, then still on Norwegian 
territory, dismissed the Oslo board of the bank which 
was unable to escape from Oslo, and a new board was 
appointed which followed the Government to Great 
Britain. Since the Bank of Norway is a State Bank, the 
Government was within its right in changing its board, 
and the new board alone has any legal right to authorize 
the issue of notes. In spite of this, the German invaders 
compelled the dismissed board to remain in charge of 
the Bank of Norway and to continue to issue notes. 
These notes are to all intents and purposes forgeries. 
Nevertheless, they circulate freely as a result of the 
heavy payments made by the Germans with the aid of 
the notes. 

THE BALTIC STATES 

Following upon the annexation of the Baltic States 
by Soviet Russia, the London balances of the Central 
Banks of Estonia, Latvia and Lithuania have been 
blocked by the British authorities, together with other 
balances and assets held here on account of citizens of 
these countries. The total involved is estimated at 
£6,000,000. The Soviet Government claimed possession 








INTERNATIONAL BANKING 175 


of these balances, but in official British quarters it was 


pointed out that since there are large British claims and 
investments in the Baltic States the balances must be 
used in settlement of these claims. In the United States, 
the balances of the Baltic States were blocked on the 
ground that the Washington Administration refuses to 
recognize territorial changes achieved by conquest. 


SPAIN AND PORTUGAL 


German purchasing commissions and _ individual 
officers and civilians who have crossed the border since 
the German occupation of Western France have been 
spending lavishly and have depleted the none too 
plentiful stocks of various merchandise. It is understood 
that payment is made largely with the aid of forged 
peseta notes. It will be remembered that when, after 
the Civil War, the Bank of Spain ordered new notes in 
Berlin the entire set was duplicated. Some time ago this 
was discovered, but in spite of this the German authori- 
ties and individuals continued to spend the forged notes. 

Lisbon has become the most important international 
banking centre on the continent. Its foreign exchange 
market is in many ways the most active in the world. In 
particular it has become the leading market for foreign 
bank notes, with a considerable turn-over in franc notes 
and—before the prohibition on their import—also in 
pound notes. The latter have been dumped on the 
market in large quantities by German agents, who seek 
to unload the pound notes seized by the invaders in 
occupied territory, and at the same time to undermine 
confidence in the pound by bringing about a slump in 
the quotation of the pound notes. In the absence of 
support, these operations resulted in a depreciation of the 
pound notes in Lisbon, and this again caused a fall also 
in the New York market, where pound notes are now at 
a discount of over 50 per cent. against the official 
exchange rate. 

The Portuguese escudo is now one of the officially 
controlled exchanges in the United Kingdom. It is now 
included in the official foreign exchange rates, the quota- 
tion being 99.80—100.20. This is the first occasion since 
the beginning of the war that a new currency has been 
added to the list of official rates. It is true that the 
Dutch East Indies guilder and the Congo franc were also 
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added to the list recently, but they took the place of the 


Dutch guilder and the Belgian franc, which were 
removed at the same time. 
SWITZERLAND 

Switzerland is becoming to an increasing extent the 
banking centre through which Germany operates 
abroad. It is believed that the main reason why Hitler 
has not yet overrun the country is that he wants to make 
use of its banking facilities for various kinds of inter- 
national financial operations. In the first place, the 
foreign notes and securities seized in the conquered 
countries are being realized in New York through the 
intermediary of Swiss banks. Some of the foreign 
exchange operations are also transacted through Swiss 
intermediary. Another reason why Germany has so far 
respected Switzerland’s neutrality is the American 
practice of seizing the gold and dollar assets of con- 
quered countries. The moment Switzerland is overrun 
this rule will be applied, and the Nazi Government 
prefers to secure the Swiss gold by blackmail prior to the 
conquest of the country. 


ARGENTINE 


The Export-Import Bank of Washington has granted 
a loan of $20,000,000 to the Argentine Government. It 
is repayable in three equal annual instalments, and bears 
interest at 3.6 per cent. The object of the loan is to 
finance the import of machinery from the United States, 
in particular for the State oilfields on the river Parana. 
The dollar proceeds of the loan will be transferred to 
the Exchange Fund of the Central Bank of Argentina. 


Eastern Banking Notes 


Rupee Coin 


N recent months the drain of rupee coin from the 
I coffers of the Reserve Bank of India has caused the 
authorities some disquiet. Since September, 19309, 
nearly Rs. 40 crores have gone into circulation, the stock 
of rupee coin shown by the Reserve Bank’s statement 


Le 
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falling to about Rs. 37 crores. It is fairly certain that the 
age-old desire of the Indian ryot to hoard is the chief 
reason for this, the cheapness of silver in terms of gold 
accentuating the demand for silver rupees. It is possible 
that the extension of the war zone to Somaliland and 
East Africa and the consequent movement of troops on 
a large scale may still further increase the demand for 
Indian silver rupees, as these circulate freely in the 
African littoral. In February last the Indian authorities 
announced a reduction in the silver content of the silver 
4 anna piece from }3 ths fine to § fine. The 8 anna piece 
is now to be treated similarly, while an issue of one rupee 
paper notes is to supplement the circulation of rupee 
coin. It will be recalled that in recent months the 
Reserve Bank authorities have intervened in the silver 
market on behalf of the Government of India to prevent 
the price of silver being driven above 233d. by specula- 
tive activity. On occasion the bank has been a buyer 
of silver also. Indian Government stocks of silver, which 
formerly were much larger, are not thought to exceed 
to-day too million ozs., a quantity which would be suffi- 
cient to provide an additional Rs. 25 crores of rupee 
coin. Under section 36 of the Reserve Bank of India 
Act, the right is given to the Bank to call upon the 
Government of India in certain eventualities to take 
rupee coin in excess of its requirements. In the same 
way, the Government can deliver rupee coin to the Bank 
should the amount of the Reserve Bank’s holding fall 
below a certain standard. At the moment it seems 
probable that the Government of India will find it neces- 
sary to augment the Reserve Bank’s stock of rupee coins, 
for with the export season commencing and the demand 
for currency which will arise in the “ mofussil ” districts, 
the outflow of silver coin may well become more rapid. 
Measures to conserve silver stocks are therefore prudent. 
With the restrictions placed on the free import and 
export of silver in India and this country, and with the 
United States and India the chief buyers of the metal. 
it is not likely that an excessive increase in the price of 
silver will occur, such as happened during and after the 
last war. It will be recalled that the Indian Government 
were then forced to purchase 200 million ozs. of silver 
from the United States under the Pittman Act, the price 
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paid being ror} cents per oz. To-day it is expected that 
the price will not be allowed to rise much above the 
‘ceiling’ of 235d. without effective intervention by either 
the Indian or United States Governments. Meanwhile in 
India the convertibility of the rupee note into its silver 
counterpart is likely to be preserved no matter what 
difficulties arise in the near future, though the vast 
number of silver rupees which have been hoarded and 
which may reappear from time to time add incalculably 
to the problems of Indian currency control. 


Obituary 
Captain R. C. G. Chetwode 

The tragic death of Captain R. C. G. Chetwode at the 
early age of 34 has prematurely ended a career of the 
most brilliant promise. In spite of his comparative youth 
Captain Chetwode had already achieved a reputation, 
based on a wide and varied experience, as a first-class 
investment banker. Before embarking on his career in 
the City, he spent some time studying American banking 
methods, part of this apprenticeship being spent with 
Morgans of New York. Returning to this country, he 
took a prominent part at one time in the work of the 
Standstill Committee, and was a partner in the old- 
established acceptance house of H. S. Lefevre & Co. 
before he became a director of Erlangers eighteen 
months ago. Captain Chetwode, who is the only son of 
Field-Marshal Sir Philip Chetwode, married the Hon. 
Patricia Berry, daughter of Lord Camrose. With his 
outstanding accomplishments, there is no doubt that he 
would have been assured of a leading place in the British 
banking world after the war. 


Mr. Charles Ker 
The death is announced with regret of Mr. Charles 
Ker, a director of Lloyds Bank for nearly 22 years and 
of the National Bank of Scotland since 1902. 
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Exchange Regulations Up to Date 


INCE the original restrictions were introduced on 
S the outbreak of war, this country’s exchange 

regulations have been subject to a process of 
continuous change. The amendments of July, introduc- 
ing the registered accounts system for American and 
Swiss payments and greatly restricting the use of free 
sterling prior to the final disappearance of the free 
market altogether, mark a definite stage in this evolution, 
if not its completion. In the meantime, the system has 
been fundamentally transformed; yet this transforma- 
tion has been carried out by gradual modification of the 
original Order (No. 1620) by a series of almost innumer- 
able amendments. The consequence is that it would now 
be next to impossible, through a mere study of the amend- 
ing orders, to gain a clear picture of the regulations as 
they stand at the present moment. Codification of these 
much revised regulations is clearly called for, and THE 
BANKER has therefore taken the initiative in preparing an 
amended text of the regulations in their present form. 
This revized text, incorporating all the amendments 
passed at the time this issue went to press, is given below. 
It is hoped that it will prove of assistance to bankers and 
all concerned with the practical operation of the ex- 
change control by enabling them to dispense with the 
separate orders passed to date and by providing a work- 
ing code in which future modifications—let us hope of 
minor importance—can readily be embodied. 


The Defence (Finance) Regulations 


\cquisi ZL. 1) The Tre asury may by order direct 
oe 7 (a) that, subject to any exemptions for which 
pyrene # provision may be made by the order, no person shall 
irities except with permission granted by or on behalf of 
the Treasury, sell, transfer, or do anything which in 
volves the creation of a charge on, securities of any 
such class as may be specified in the order, being a 
class of securities which, in the opinion of the 
Treasury, are likely to be marketable outside the 
United Kingdom, and 
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(b) that the owner of any securities of the said 
class shall, in such manner and within such period as 
may be specified in the order, make a return to th 
Bank of England giving such particulars with respect 
to those securities as may be so specified. 

For the purposes of this paragraph a person who mort 
gages or pledges a security shall be deemed thereby to 
create a charge on the security. 

At any time while an order made under the pre- 
ceding paragraph with respect to securities of any class is 
in force, the Treasury, if they are of the opinion that it is 
expedient so to do for the purpose of strengthening the 
financial position of the United Kingdom, may, by an order 
made generally with respect to any specified securities of 
that class, or by directions given with respect to any secur 
ities of that class of which any particular person is the 
owner, transfer to themselves the securities to which th 
order or directions relates or relate at a price specified i 
the order or directions, being a price which, in the opinion 
of the Treasury, is not less than the market value of the 
securities on the date of the making of the order or the 
giving of the directions. {Provided that where the Treas- 
ury have by an order made under this paragraph trans- 
ferred to themselves securities in respect of which returns 
had before the date of the making of that order been mad 
to the Bank of England under an order made under the 
last foregoing paragraph, then, if by an order or direc- 
tions subsequently made or given under this paragraph the 
Treasury transfer to themselves securities which would 
have been transferred to them under the former order 
such a return as aforesaid had been made before that date, 
the minimum price at which the securities may be trans- 
ferred shall be the price specified in the former order sub 
ject to such reduction as the Treasury think fit in respect 
of any dividend or interest payable since the date of the 
making of that order, or a price which in the opinion of the 
lreasury is the market value of the securities on the date 
of the making or giving of the subsequent order or dire¢ 
tions, whichever is the less. |* 

(3) Where any order is made, or any directions ar 
given, under the last preceding paragraph with respect to 
any securities 

(a) those securities shall forthwith vest in the 
freasury free from any mortgage, pledge or charg 
and the Treasury may deal with the securities as they 
think fit; 

(6) the owner of any of those securities, and any 
person who is responsible for keeping any register or 
book in which any of those securities is registered 


within brackets added by S.R. & O 1940 No. 608. 
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or inscribed or who is otherwise concerned with th« 
registration or inscription of any of those securities, 
shall do all such things as are necessary or as the 
Treasury or the Bank of England on their behalt 
may direct to be done for the purpose of securing 
that the security and any document of title relating 
thereto will be delivered to the Treasury or to such 
person as the Treasury may direct, and, in the case 
of any registered or inscribed security, that the 
security will be registered or inscribed in the name 
of the Treasury or such person as the Treasury may 
direct. 

(4) The duty to deliver any security under the last pre- 
ceding paragraph shall include a duty to do all such things 
as are necessary to secure that any dividends or interest on 
that security becoming payable on or after the date of the 
making of the order or the giving of the directions will be 
paid to the Treasury; and where, in the case of any 
security payable to bearer which is delivered in pursuance 
of the said paragraph, any coupons representing any such 
dividends or interest are not delivered with the security, 
such reduction in the price payable therefor shall be made 
as the Treasury think fit: 

Provided that, where the price specified in the order ot 
directions in relation to any securities is ex any dividend 
or ex any interest, this paragraph shall not apply to that 
dividend or interest or to any coupon representing it. 

(5) A certificate signed by any person authorised in 
that behalf by the Treasury that any specified securities are 
securities transferred to the Treasury under this Regulation 
shall be treated by all persons responsible for keeping any 
registers or books in which the securities are registered or 
inscribed, or who are otherwise concerned with the regis- 
tration or inscription of those securities, as conclusive 
evidence that the securities have been so transferred. 

(6) Cancelled by S.R. & O. 1940, No. 1484. 

(7) Where, by virtue of sub-paragraph (a) of para 
graph (3) of this Regulation, any security has becom« 
vested in the Treasury, then, at any time before the steps 
required by sub-paragraph (b) of that paragraph to be 
taken in relation to that security have been taken, the 
lreasury may, by a declaration made in writing on thei 
behalf, divest themselves of the security; and thereupon 
the order or directions in consequence of which the security 
so became vested in the Treasury shall be deemed, for all 
purposes, not to have been made or given with respect to 
that security. 

8) For the purposes of this Regulation, the expression 
‘security ’’ includes a deposit receipt in respect of the 
deposit of securities 
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istody 1a. The Treasury may give such directions as to the 
and dis custody and disposition of documents of title relating to 


posit if sa 
posmon ©" securities, or relating to any class or description of secur- 


ities specified in the direction, as appear to the Treasury 


documents 
of title to 
ecurities to be expedient. |* 


Rest ric 2.—(1) Except with permission granted by or on 

tena behalf of the Treasury, no person other than an authorised 

ea posse dealer shall buy or borrow any foreign currency or any 

loans of gold from, or lend or sell any foreign currency or any 

foreign gold to, any person not being an authorised dealer. + 

sad ae 2) In this Regulation the expression ‘ authorised 
dealer’ means, in relation to any transaction in respect of 
gold, a person authorised by or on behalf of the Treasury 
to deal in gold, or, in relation to any transaction in respect 
of foreign currency, a person authorised by or on behalf of 
the Treasury to deal in foreign currency. 

Power of 2a. Where the Treasury are satisfied that any state is 

lreasury — exposed to pressure from another state and in consequence 


to prohibit 


ction on action is being, or is likely to be, taken to the detriment of 


ertain the economic position of the United Kingdom, the Treas- 
orders aS ury may give general or special directions prohibiting, 
to gold either absolutely or to such extent as may be specified in 
the directions, the carrying out, except with permission 
granted by or on behalf of the Treasury, of any order given 
by or on behalf of 
(a) the first-mentioned state or the Sovereign 
thereof or any person resident therein, or 
(b) any body corporate which is incorporated 
under the laws of that state or is under the control 
of that state or the Sovereign thereof or any person 
resident therein, 
n so far as the order 
) requires the person to whom the order is given 
to make any payment or to part with any gold or 
securities; or 
i) requires any change to be made in the per 
sons to whose credit any sum is to stand or to whose 
order any gold or securities are to be held. |i 





2B 1) Subject to any exemptions which may_ be 
eranted by order of the Treasury, no notes to which this 
Regulation applies shall, except with permission granted 
by or on behalf of the Treasury, be brought or sent into 
the United Kingdom, and any person who brings or sends 
any such notes into the United Kingdom in contravention 
of this paragraph shall be guilty of an offence against this 
Regulation. § 


ext in brackets added by S.R. & O. 1940, No. 1290 
\ amended by S.R *¥ O. 1940 No 1484 
Text in brackets added by S.R. & O 1940 N 1329 


S See footnote | Id5 
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(2) Any person who on any occasion arrives in the 
United Kingdom (whic h person is hereafter in this — 
tion referred to as ‘‘ the traveller’’) shall if requested s 
to do by the appropriate officer 


(a) declare whether or not he has with him any 
notes to which this Regulation applies, 


(b) produce any such notes which he has with 
him, and the appropriate officer and any person 
acting under his direction may search the traveller, 
and examine or search any article which the traveller 
has with him for the purpose of ascertaining whether 
he has with him any notes to which the Regulation 
applies, and may seize any such notes produced or 
found upon such examination or search unless the 
appropriate officer is satisfied that the bringing in by 
the traveller of the notes does not involve a contra- 
vention of paragraph (1) of this Regulation: 


Provided that where, in view of any exemption or per- 
mission granted by or on behalf of the Treasury, the bring- 
ing in of the notes involves a contravention of the said 
paragraph (1) only by reason that the amount or value of 
the notes exceeds any amount or value specified in the 
exemption or permission, nothing in this paragraph shall 
authorise the seizure of notes to an amount or, as the case 
may be, value greater than the excess. No female shall be 
searched in pursuance of this paragraph except by a 
female. 


(3) Where any person arrives in the United Kingdom in 
any vessel, vehicle or aircraft, the appropriate officer and 
any person acting under his directions may board the 
vessel, vehicle or aircraft for the sw pre of exercising the 
powers conferred on them by the last preceding paragraph 
and may also examine or search the vessel, vehicle or air- 
craft for the purpose of ascertaining whether there are on 
board the vessel, vehicle or aircraft any notes to which this 
Regulation applies, and may seize any such notes found 
upon such examination or search, being notes which the 
appropriate officer has reasonable ground for suspecting of 
having been brought into the United Kingdom in con 
travention of paragraph (1) of this Regulation. 


(4) Nothing in the preceding provisions of this Regula 
tion shall apply in relation to the bringing or sending of 
anything from one part of the United Kingdom to another, 
or from the Isle of Man to the United Kingdom, or in rela- 
tion to any person travelling between one part of the 
United Kingdom and another or between the Isle of Man 
and the United Kingdom. 


(5) As respects any goods consigned (whether by post 
or otherwise) to the United Kingdom otherwise than from 
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the Isle of Man, the appropriate officer and any person act 
ing under his directions may examine or search the goods 
for the purpose of ascertaining whether there are being 
sent therewith any notes to which this Regulation applies 
and may seize any such notes found upon such examina 
tion or search unless it appears to the appropriate officer 
that the sending as aforesaid of the notes does not involv: 
. contravention of paragraph (1) of this Regulation. Thi 
appropriate officer and any person acting under his dire¢ 
tions may go on board any vessel, vehicle or aircraft for 
the purpose of exercising the powers conferred on ther 


by this paragraph in relation to any goods on board thi 
vessel, vehicle or aircraft. 
(6) Subject to the provisions of this paragraph, any 


notes seized under the foregoing provisions of this Regula 
tion shall be dealt with in accordance with directions ot 
the Treasury, and such directions may provide that th 
notes shall be forfeited to His Majesty: 


Provided that if it appears to the Treasury that any 
notes so seized were already in transit to the United King 
th 


dom at the coming into operation of this Regulation, t 
notes shall 


a) if seized from any person, be returned to that 
pe rson: 


(6) if seized on the examination or search of any 
goods, be forwarded to the person to whom the goods 





were consigned. 


rhe notes to which this Regulation applies are 


a) all bank notes (as defined by Regulation 10 
of these Regulations): 

b) any such other notes as may be specified In 
an order of the Treasury made under this Regula 
tion, being notes issued by any bank or notes whic! 
ire legal tender in any territory. 


8) In this Regulation the expression ‘‘ appropriate 
officer means any officer of Customs and Excise, any 
immigration officer, any constable or any person authorised 
by a Secretary of State or the Minister of Information t 
act under paragraphs (2), (3) and (5) of this Regulation 
and for the purposes of this Regulation, and of any ordet 
granting exemptions from the restriction imposed by para 
graph (1) thereof, any part of a note of any denomination 
issued by any person or authority shall be deemed to be a 
note of that denomination issued by that person ot 
authority 
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(9) This Regulation shall come into operation on the 
twenty-first day of August, nineteen hundred and forty. |* 


Restric- .—(1) Subject to any exemptions which may be 
( ] - ; 
tions on granted by order of the Treasury, no person shall, except 
€ ort of sacl w, ‘ < fs a : 
poe sin ‘ with permission granted by or on behalf of the Treasury, 


gold and take or send out of the United Kingdom any banknotes, 

securities, postal orders, gold, securities or foreign currency : 

x Provided that nothing in this paragraph shall restrict 
the doing of anything within the scope of his authority by 
a person authorised by or on behalf of the Treasury to deal 
in foreign exchange. 

(2) Any person who on any occasion is about to leave 
the United Kingdom (which person is hereafter in this 
Regulation referred to as ‘‘ the traveller’’) shall, if re- 
quested so to do by the appropriate officer 

(a) declare whether or not he has with him any 
banknotes, postal orders, gold, securities or foreign 
currency; 

(b) produce any banknotes, postal orders, gold, 
securities or foreign currency which he has with him, 

and the appropriate officer and any person acting under 
his directions may search the traveller, and examine or 
search any article which the traveller has with him, for 
the purpose of ascertaining whether he has with him any 
banknotes, postal orders, gold, securities or foreign cur- 
rency, and may seize any banknotes, postal orders, gold, 
securities or foreign currency produced or found upon such 
examination or search, unless either 


(i) the appropriate officer is satisfied that the 
traveller is, in respect of all banknotes, postal orders, 
gold, securities or foreign currency which he has 
with him on the said occasion, exempted from the 
restriction imposed by paragraph (1) of this Regula- 
tion; or 

(ii) the traveller produces to the appropriate 
officer a single certificate granted by or on behalf of 
the Treasury, showing, with respect to all banknotes, 


lext within brackets added by S.R. & O. No. 1514. By S.R. & O. 1515 
the tollowing acts are exempted from the provisions of paragraph (1) of 
Regulation 2B 

(b) the bringing into the United Kingdom of bank notes by any person 
to the United Kingdom of bank notes not exceeding ten pounds in value 
at any one time 

b) the bringing into the United Kingdom of bank notes by any person 
travelling to the United Kingdom from Eire, so long as in the course of 
his journey he does not touch at a place outside the United Kingdom and 
the Isle of Man ; 

(c) the sending into the United Kingdom of bank notes consigned 
whether in a postal packet (as defined by the Post Office Act, 1908 (b 
or otherwise, from Eire to the United Kingdom 
Regulations three to three E as given here are in the revised form issued 

in S.R. & O. 1940, No. 1254, which came into force on July 18 last 
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postal orders, gold, securities or foreign currency 
which he has with him on the said occasion, that the 
taking out by him of the banknotes, postal orders, 
gold, securities or foreign currency does not involve 
a contravention of the said paragraph (1): 


Provided that no female shall be searched in pursuance 
of this paragraph except by a female. 

(3) Where any persons are about to leave the United 
Kingdom in any ship or aircraft, the appropriate officer 
and any person acting under his directions may go on 
board the ship or aircraft for the purpose of exercising the 
powers conferred on them by the last preceding paragraph, 
and may also examine or search the ship or aircraft for 
the purpose of ascertaining whether there are on board the 
ship or aircraft any banknotes, postal orders, gold, secur- 
ities or foreign currency and may seize any banknotes, 
postal orders, gold, securities or foreign currency found 
upon such examination or search, being banknotes, postal 
orders, gold, securities or foreign currency which the 
appropriate officer has reasonable ground for suspecting to 
be in the ship or aircraft for the purpose of being taken or 
sent out of the United Kingdom in contravention of para- 
graph (1) of this Regulation. 

(4) Nothing in the preceding provisions of this Regula- 
tion shall apply in relation to the taking or sending of any- 
thing from one part of the United Kingdom to another or 
from the United Kingdom to the Isle of Man, or in rela- 
tion to any person travelling between one part of the 
United Kingdom and another or between the United King- 
dom and the Isle of Man. 


(5) As respects any goods consigned from the United 
Kingdom to a destination which is neither in the United 
Kingdom nor in the Isle of Man, the appropriate officer 
and any person acting under his directions may examine or 
search the goods for the purpose of ascertaining whether 
there are being sent therewith any banknotes, postal orders, 
gold, securities or toreign currency, and may seize any 
banknotes, postal orders, gold, securities or foreign cur- 
rency found upon such examination or search unless there 
appears to the appropriate officer to have been granted 
by or on behalf of the Treasury a certificate which shows 
that the sending aforesaid of banknotes, postal orders, 
gold, securities or foreign currency does not involve a con- 
travention of paragraph (1) of this Regulation. 

[he appropriate officer and any person acting under 
his directions may go on board any ship or aircraft for the 
purpose of exercising the powers conferred on them by this 
paragraph in relation to any goods on board the ship or 
aircratt. 

(6) For the purposes of this Regulation, any bill of 
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tions 

upon 
transfer of 
securities. 


exchange or promissory note payable otherwise than in 
sterling shall be deemed to be foreign currency : 

Provided that this paragraph shall not sel to bills or 
notes payable in any currency issued by the Government 
of, or under the law of, any part of the sterling area, not 
being bills or notes which are legal tender in any part of 
that area. 


(7) In this Regulation— 

(a) the expression ‘‘security ’’ includes a deposit 
receipt in respect of the deposit of securities, a unit 
or sub-unit of a unit trust, a coupon representing 
dividends or interest and a life or endowment assur- 
ance policy, and any document of title relating to 
any security; 

(b) the expression ‘‘appropriate officer ’’ means 
any officer of Customs and Excise, any immigration 
officer, any constable or any person authorised by a 
Secretary of State to act under paragraphs (2), (3) 
and (5) ) of this Regulation. 


” 


3A.—(1) Subject to any exemptions which may be 
granted at order of the Treasury, no person shall, either 
on his own behalf or on behalf of any other person, agree 
to transfer or acquire, or transfer, or acquire otherwise 
than by operation of law or by inheritance, any securities 
or any intere “4 in securities, unless the Treasury or persons 
authorised by or on behalf of the Treasury are satisfied 
that no me resident outside the sterling area has, imme- 
diately before the transfer, acquisition or agreement, any 
interest in the securities: 

Provided that nothing in this paragraph shall prohibit 
any agreement, transfer or acquisition which is effected 
with permission granted by the Treasury or by a person 
authorised by them or on their behalf. 

(2) Subject to any exemptions which may be granted 
by order of the Treasury, no person shall, except with per- 
mission granted by the Treasury or by a person authorised 
by them or on their behalf 

(a) transfer any security or create or transfer 
any interest in a security to or in favour of a person 
resident outside the sterling area; 

(6) transfer any security from a register in the 
United Kingdom to a register outside the sterling 
area, or do any act which is calculated to secure, or 
forms part of a series of acts which together are cal- 
culated to secure, the substitution for any security 
which is either in or registered in the United King- 
dom of any security which is either outside or regis- 
tered outside the sterling area; or 

(c) procure that, in any register or book in which 
securities are registered or inscribed, an address out- 
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side the sterling area shall, except by way of substi 
tution for another such address [in the same currency 
area| be registered in respect of any security. 

in this paragraph the expression “‘ security ’’ includes 
a coupon representing dividends or interest [and for the 
purposes of this paragraph two places shall be deemed to 
be in the same currency area if and only if there is a cur 
rency which at both places, is legal tender for any 
amount |.” 

(3) Subject to any exemptions which may be granted 
by order of the Treasury, no person who holds any secur- 
ities as trustee or agent shall, except with permission 
granted by the Treasury or by a person authorised by 
them or on their behalf, do any act whereby he recognises 
or gives effect to the transfer of those securities or the 
creation or transfer of any interest therein by, to or in 
favour of a person resident outside the sterling area: 

Provided that nothing in this paragraph shall restrict 
the doing of any act for the doing of which permission has 
been granted to any person by the Treasury or by a person 
authorised by them or on their behalf under any other 
paragraph of this Regulation, or the doing of any act 
recognising or giving effect to any transaction for which 
permission has been so granted or which has been entered 
into before the eleventh day of May, nineteen hundred and 
forty. 

(4) Subject to any exemptions which may be granted 
by order of the Treasury, no person shall, except with per 
mission granted by the Treasury or by a person authorised 
by them or on their behalf, enter any transfer of secur- 
ities in any register or book in which those securities are 
registered or inscribed unless there has been produced to 
him such evidence that the transfer does not involve a con- 
travention of this Regulation as may be prescribed by 
instructions issued by or on behalf of the Treasury. 


(5) Nothing in paragraph (1) of this Regulation shall 
prohibit the making of any agreement to which one at least 
of the parties is a member of 


(a) the Stock Exchange, London, or 

b) the Associated Stock Exchanges, or 

(c) the Provincial Brokers’ Stock Exchange, or 

(d) the Mincing Lane Tea and Rubber Share 
Brokers’ Association Limited, or 

(e) the Stock Exchange, Oldham, or 

(f) the Association of Stock and Share Dealers 


and nothing in paragraph (2) of this Regulation shall pro 
hibit the execution, by or on behalf of the transferor, of 
any instrument of transfer of securities in pursuance of an\ 
such agreement; but this paragraph shall not authorise the 


ext in brackets added by S.R. & O. 1940, No. 1484 
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doing of any other act which would, apart from this para- 
graph, constitute a breach of this Regulation. 

(6) In this Regulation 

the expression ‘‘ acquire by inheritance ’’ means 
acquire in the capacity of a beneficiary under a will 
or intestacy, or in the capacity of a personal repre- 

sentative of a deceased person; and 
the expression ‘‘ security’’ includes a_ deposit 
receipt in respect of the deposit of securities and a life 
or endowment assurance policy, but does not includ 
a Treasury bill or any bill issued by a local authority 

in the United Kingdom or the Isle of Man; 

and for the purposes of this Regulation an interest in secur 
ities does not include an interest in expectancy on_ thi 
determination of a life, or any interest merely as a trustee. 
testriction 3B.—(1) Subject to any exemptions which may be 
upon Issue granted by an order of the Treasury, no person shall, 
ments of | ¢Xcept with permission granted by the Treasury or by a 
titl person authorised by them or on their behalf, issue any 
relating to bearer bond, share warrant to bearer, or other document 
securities. of title by the delivery of which the title to securities or to 

any interest in securities is transferable : 

Provided that nothing in this Regulation shall restrict 
the issue of any such document of title for the purpose ot 
replacing any such document which has been lost ot 
destroyed. 

(2) In relation to the issue of documents of title relat- 
ing to securities the issue of which is authorised by any 
Act of Parliament passed before the twenty-fourth day ot 
August, nineteen hundred and thirty-nine, this Regulation 
shall bind the Crown, and the Treasury shall not, by virtue 
of any contract made by them or on their behalf in rela- 
tion to any such securities, be required to grant any per 
mission or exemption under the last foregoing paragraph 
for the issue of any document of title relating to any such 
securities, 

(3) Coupons representing dividends or interest shall be 
deemed for the purposes of this Regulation to be docu- 
ments of title by the delivery of which a title to an interest 
in securities is transferable. 

(4) In this Regulation the expression ‘‘ security ’’ does 
not include a Treasury bill or any bill issued by a local 
authority in the United Kingdom or the Isle of Man. 


doc 


Restric 3c.—(1) Subject to any exemptions which may bi 
oe granted by order of the Treasury, no person shall, except 
with permission granted by or on behalf of the Treasury 
(a) draw, issue or negotiate any bill of exchange 
or promissory note, or acknowledge any debt, so 
that a right (whether actual or contingent) to receive 
a payment in the United Kingdom or in the Isle of 
Man is created or transferred in favour of a person 
who is resident outside the sterling area; or 
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(b) make any payment to any such person. 

(2) Subject to any exemptions which may be granted 

by order of the Treasury, no person shall, except with per- 
mission granted by or on behalf of the Treasury— 


(a) draw, issue or negotiate any bill of exchange 
or promissory note, transfer any security or acknow- 
ledge any debt, so that a right (whether actual or 
contingent) to receive a payment in the United King- 
dom or in the Isle of Man is created or transferred in 
favour of a person not resident outside the sterling 
area as consideration for, or in association with— 


(i) the receipt by any person of a payment, or 
the acquisition by any person of property, out- 
side the sterling area, or 

(ii) the creation or transfer, in favour of any 
person, of a right (whether actual or contingent) 
to receive a payment, or acquire property, out- 
side the sterling area; or 


(b) make any payment to a person not resident 
outside the sterling area as such consideration or in 
such association as aforesaid. 

In this paragraph the expression “‘ transfer ’’ includes, 
in relation to any security, transfer by way of loan or 
security, and the expression ‘‘ security ’’ includes a deposit 
receipt in respect of the deposit of securities, a unit or sub- 
unit of a unit trust, a coupon representing dividends or in- 
terest and a life or endowment assurance policy. 


) Where an individual has at any time since the third 
iin 7 September, nineteen hundred and_ thirty-nine, 
resided in the United Kingdom or the Isle of Man 

(a) until the Treasury otherwise direct, he shall 
be treated, for the purposes of this Regulation and 
of any order providing for exemptions from any of 
the provisions thereof, as having been, and as still 
being, resident in the United Kingdom or the Isle 
of Man and not resident outside the sterling area; 
and 

(b) if any such direction is given, the Treasury 
may, by the same or a subsequent direction, declare 
the territory in which, for those purposes, he is to be 
treated as being resident. 


and any direction given under this paragraph may be 
cither general or special and may be revoked or varied 
by a subsequent direction thereunder. 

(4) In the case of any persons to whom the last pre- 
ceding paragraph does not apply, the Treasury may give 
directions declaring the territories in which, for the pur- 
poses of this Regulation and of any order providing for 
exemptions from any of the provisions thereof, they are 
to be treated as being resident, and any direction given 
under this paragraph may be either general or special and 
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may be revoked or varied by a subsequent direction there- 


under. |* 

(5) Nothing in this Regulation shall restrict the doing 
by a person authorised by or on behalf of the Treasury of 
anything within the scope of his authority. 


Provisions 3p.—(1) Where, in the case of any territory with re- 
Diag spect to which no agreement is in force for the regulation 
apecial of payments between the United Kingdom and that terri- 
accounts. tory, it appears expedient to the Treasury to exercise the 


* 


powers conferred on them by this Regulation, the Treasury 
may provide for the setting up of an account (hereafter in 
this Regulation referred to as a ‘‘ Treasury special 
account ’’’) with a view to the payment into that account 
of sums due to persons resident in the territory in question. 

) Where a payment is made to the credit of a Treas- 
ury pe dbese account, the receipt of the Treasury or a person 
authorised by the Treasury for the sum paid shall, to the 
extent of the sum paid, be a good discharge to the person 
making the payment: 

Provided that where the liability to make the pay- 
ment is a liability to make the payment in some currency 
other than sterling the extent of the discharge shall be 
ascertained by converting the amount paid into that cur- 
rency at such rate of exchange as the Treasury may 
determine. 

(3) The amount standing to the credit of any Treas- 
ury special account shall from time to time, as the 
Treasury may direct, be applied in accordance with any 
regulation of payinents between the United Kingdom and 
regulations of payments between the United Kingdom and 
the territory in question or, if no such agreement is con- 
cluded, for the purpose of paying, in whole or in part and 
in such order and at such times as the Treasury think fit, 
debts due from persons resident in the territory in question 
to persons resident in the United Kingdom or in such other 
territories as may be specified in an order of the Treasury 
in that behalf. 

Text in brackets added by S.R. & O. 1940, No. 1484. The following 


exemptions under this section are provided by S.R. & O. No. 1257: 


(a) any payment, transfer or other transaction made or carried out 
by a person outside the sterling area, being a payment or transfer to, or 
other transaction in favour of, a person resident neither in the sterling 
area nor in any of the territories specified in the Schedule to this Order; 
and 

(b) anything done for the purpose of giving effect to any payment 
transfer or transaction exempted from the operation of the said para- 
graph (1) by sub-paragraph (a) of this paragraph Schedule: The 
Argentine Republic ; The Belgian Congo and Ruanda-Urundi; Brazil ; 
Canada and Newfoundland ; any territory under the sovereignty of the 
French Republic, and any territory in respect of which a mandate on 
behalf of the League of Nations has been accepted by the French 
Republi Hungary ; the Netherlands East Indies and the Netherlands 
West Indies ; Portugal, the Archipelago of Madeira and the Azores, and 
the Portuguese Colonial Empire (S.R. & O. 1940, No. 1257); Roumania; 
Sweden ; Switzerland; the United States of America, the Phillippine 
Islands and any territory under the sovereignty of the United States of 


America. 
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Provisions 3E.—(1) The Treasury or a person acting on_ their 
oni 00 behalf may impose such restrictions on the making of pay 
men 1 oO . sf . 

Rewulations Ments, and the doing of any other acts, by bankers in the 


, to 3D course of their business as appear to the Treasury to be 
necessary or expedient for the purpose of securing the due 
enforcement of Regulations three to three D of these Regu- 
lations 

(2) For the purposes of the said Regulations three to 
three D and of any orders made thereunder 
(a) any transaction with a branch in the sterling 
area of any body corporate resident outside the ster 
ling area shall be treated in all respects as if the 
branch were a separate body corporate resident where 
the business of the branch is carried on; and 
(6) the making of any book entry or other state 
ment recording a debit against any such branch in 
favour of the head office of the body corporate or 
any branch thereof outside the sterling area shall be 
treated as the acknowledgment of a debt whereby a 
right is created in favour of a person resident outside 
the sterling area to receive a payment in the place 
where the business of the first-mentioned branch is 
carried on. 


Acquisi 4 (I) Every person in whose case the following con- 
wee wt ditions are fulfilled, that is to say 

pa geet (a) that he is, or has, at any time since the third 
coin and day of September, nineteen hundred and thirty-nine, 
bullio been, in the United kingdom, or, being a corpora 


tion, he is, or has, at any time since the third day of 
September, nineteen hundred and thirty-nine, been 
resident in the United Kingdom, and 

(6) that he is entitled to sell, or to procure the 
sale of, any gold, shall offier that gold, or cause it 
to be offered, for sale to the Treasury, or to a person 
designated by the Treasury for the purposes of this 
Regulation, at such price as may be determined by ot 
on behalf of the Treasury: 

Provided that the preceding provisions of this para 
graph shall not impose upon any person an obligation to 
offer any gold for sale, or to cause any gold to be offered 
for sale, if and so long as he is, in respect of that gold, 
exempted from this Regulation by the Treasury or by a 
person so designated. |* 

(1A) Where a person has become bound under para- 
graph (1) of this Regulation to offer, or cause to be offered, 
any gold for sale, and has not done so, the Treasury may 
direct that that gold shall vest in the Treasury, and it shall 
vest in the Treasury accordingly free from any mortgage, 
pledge or charge, and the Treasury may deal with it as 
they think fit, but the Treasury shall pay to the person 
who would but for the direction be entitled to possession 
of the gold such price in respect thereof as may be deter- 
mined by or on behalf of the Treasury. 


Pext in brackets added by S.R. & O. 1940, No. 1484 
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(2) The operation of section eleven of the Currency and 
Bank Notes Act, 1928, shall be suspended during the 
continuance in force of this Regulation. 

5.—(1) [Every person in whose case the following con- 
ditions are fulfilled, that is to say 

(a) that he is, or has, at any time since the third 
day of September, nineteen hundred and thirty-nine, 
been, in the United Kingdom, or, being a corpora 
tion, he is, or has, at any time since the third day of 
September, nineteen hundred and thirty-nine, been 
resident in the United Kingdom, and 

(6) that he is entitled to sell, or to procure the 
sale of, any foreign currency to which this Regula- 
tion applies, 

shall offer it, or cause it to be offered, for sale to the 
Treasury, or to a person designated by the Treasury for 
the purposes of this Regulation, at such price as may be 
determined by or on behalf of the Treasury. |* 

(1A) Where a person has become bound under para 
graph (1) of this Regulation to offer, or cause to be offered, 
any foreign currency for sale, and has not done so, the 
Treasury may direct that that currency shall vest in the 
Treasury and it shall vest in the Treasury accordingly free 
from any mortgage, pledge or charge, and the Treasury 
may deal with it as they think fit, but the Treasury shall 
pay to the person who would but for the direction be 
entitled to possession of the currency such price in respect 
thereof as may be determined by or on behalf of the 
Treasury. 

(2) | Every person in whose case the following condi 
tions are fulfilled, that is to say 

(a) that he is, or has, at any time since the third 
day of September, nineteen hundred and thirty-nine, 
been, in the United Kingdom, or, being a corpora- 
tion, he is, or has, at any time since the third day 
of September, nineteen hundred and _ thirty-nine, 
been, resident in the United Kingdom, and 

(b) that he is entitled to assign, or procure the 
assignment of, any right to receive, in respect of any 
credit or balance at a bank, payment of any amount 
in a foreign currency to which this Regulation 
applies, 

shall, unless the Treasury, or a person designated by the 
lreasury for the purposes of this Regulation, gives him 
notice to the contrary, do all things necessary for the pur 
pose of assigning that right to the Treasury or to a person 
so designated. 

he sum payable as consideration for any assignment 
inade in accordance with this paragraph shall be such as 
may be determined by or on behalf of the Treasury. 

(2A) Where a person has become bound under para 
graph (2) of this Regulation to take steps for the purpose of 
assigning any right to the Treasury or a person designated 


> 


Text in brackets added by S.R. & O 1940, No. 1484 
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by the Treasury for the purposes of this Regulation, but 
that right has not effectively been assigned, the Treasury 
may direct that the right shall vest in the Treasury accord- 
ingly free from any mortgage or charge, and the Treasury 
may deal with it as they think fit, but the Treasury shall 
pay to the person who would but for the direction be en- 
titled to receive the amount in foreign currency such sum 
as consideration as may be determined by or on behalf of 
the Treasury. 

The preceding provisions of this Regulation shall 
not impose upon any person an obligation in respect of 
any currency or any right to receive payment of any 
amount if and so long as he is, in respect of that currency 
or right, exempted from this Regulation by the Treasury 
or by a person designated by the Treasury for the purposes 
of this Regulation. |* 

(4) The foreign currency to which this Regulation 
applies is such foreign qurrency as may from time to 
time be designated by the Treasury for the purposes of 
this Regulation by notice published in the London, Edin- 
burgh and Belfast Gazettes. 

(5) Where any goods are exported from the United 
Kingdom, the person making entry of the goods shall, if 
required so to do by or on be half of the Commissioners 
of Customs and Excise, deliver to the collector or other 
proper officer, together with the entry, a declaration in 
such form, signed by such person, and containing such 
information relating to the export of the goods and the 
sum to be received or which is expected to be received in 
respect of the goods, as the said Commissioners may re- 
quire with a view to facilitating the enforcement of this 
Regulation and ag —— of information as to the 
amounts obtainable in foreign currency (whether a foreign 
currency to which this Regulation applies or not) by reason 
of the export of goods. 

Without prejudice to any liability to penalties under 
Part V of the Defence | (General) |* Regul: itions, 1939, and 
such declaration shall, for the purposes of section one hun- 
dred and sixty-eight of the Customs Consolidation Act, 
1876 (which imposes penalties on making false declara- 
tions), be deemed to be a declaration in a matter relating 
to the Customs; and of any goods in respect of which a 
declaration has been required under this paragraph to be 
delivered are shipped, put off, or water-borne to be 
shipped, without the declaration having been delivered in 
accordance with this paragraph, the goods shall be liable 
to forfeiture under the enactments relating to the Customs. 


5A.—(1r) The Treasury may, by an order made by 
them gener ae with respect to any description of secur- 
ities, or by a certificate given by them or on their behalf 
with respect to any particular securities, exempt the secur- 
ities to which the order or certificate relates from the pro- 
visions of Regulation one of these Regulations, and any 
* Text in brackets added by S.R. & O. 1940, No. 1484. 
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such order or certificate shall be deemed to relate not only 
to the securities specified therein, but also to any security 
to which the owner of the securities so specified may 
become or has become entitled as such, either by way of 
bonus or in consequence of any conversion operation, 
saa <p or reconstruction. 

Any order made by the Treasury or certificate 
ane (Me them or on their behalf before the ninth day of 
May, nineteen hundred and forty, for the purpose of 
exempting securities from the provisions of Regulation one 
of these Regulations, shall be deemed to be an order or 
certificate made or given under this Regulation. 

(3) Any certificate given under this Regulation may be 
revoked or varied by a notice served by or on behalf of the 
Treasury on the person to whom the certificate was issued. 

(4) In this Regulation the expression ‘security’ in- 
cludes a deposit receipt in respect of the deposit of 
securities. 

5B.—[(1) Subject to any exemptions which may be 
granted by order of the Treasury, no person shall, except 
with permission granted by or on behalf of the Treasury, 
export goods of any class or description to a destination 
in any territory to which this Regulation is applied by 
order of the Treasury, unless it is shown to the satisfaction 
of the Commissioners of Customs and Excise : — 

(a) that payment for the goods has been made 
to a person resident in the United Kingdom in such 
manner as may be prescribed by order of the 
Treasury* in relation to the territory in question; 

(b) that payment for the goods is to be so made 
not later than six months, or such longer period as 
may be allowed by or on behalf of the Treasury, after 
the date of export, 

and in either case that the amount of the payment of the 
goods represents the full value of the goods, subject to 
such deductions, if any, as may be allowed by or on behalf 
of the Treasury. 

(2) For the purpose of enforcing this Regulation and of 
satisfying themselves, in the case of any goods, as to the 
matters specified in paragraph (1) of this Regulation, the 
Commissioners of Customs and Excise may require the 
person making entry of the goods to deliver to the collec- 
tor or other proper officer, together with the entry, such 
declarations and undertakings signed by such persons as 
the Commissioners may require, and where any such 
declaration or undertaking has been so required, the goods 
shall not be exported until it has been delivered as afore- 
said. 

(3) Without prejudice to any liability to penalties under 
Part V of the Defence (General) Regulations, 1939— 

(a) if any goods are exported in contravention of 
the provisions of this Regulation or are shipped, put 
off or water-borne to be shipped for the purpose of 

“by order of the Treasury ’’ inserted by S.R. & O. 1940, No. 1254 
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being so exported, the goods shall be liable to for 
feiture under the enactments relating to the customs 
and 
(b) any declaration required to be delivered under 
paragraph (6) of this Regulation shall, for the pur 
poses of section one hundred and sixty-eight of the 
Customs Consolidation Act, 1876 (which imposes 
penalties on making false declarations), be deemed 
to be a declaration in a matter relating to the 
customs. 
(4) References in this Regulation to the destination of 
any goods include references to the ultimate destination 


thereof. | 

6.—(1) Subject to such exemptions as may be granted 
by order of the Treasury, it snall not be lawful, except with 
the consent of the Treasury and in accordance with such 


conditions as the Treasury may asians, to make an issue 
of capital in the United Kingdom, to make, in the United 
Kingdom, any public offer of securities for sale, or to 
renew or postpone the date of maturity of any security 
maturing for repayment in the United Kingdom. 

(2) Subject to such exemptions as may be granted by 
order of the Treasury, it shall not be lawful to issue any 
prospectus or other document offering for subscription, ot 
publicly offering for sale, any securities which does not 
include a statement that the consent of the Treasury has 
been obtained to the issue or offer of the securities. 

(3) For the purposes of this Regulation a person shall 
be deemed to make an issue of capital who 

(a) issues any securities (whether for cash o1 
otherwise), or 

(b) receives any money on loan on the terms, or 
in the expectation, that the loan will or may be 
repaid wholly or partly by the issue of any securities, 

by the transfer of any securities issued after the 
making of the loan. 

(4) A security shall not be invalid by reason that the 
consent of the Treasury has not been given to the issue 
thereof, or that any conditions imposed by the Treasury in 
sedation | to the issue thereof have not been complied with, 
hut nothing in this paragraph shall be construed as modify- 
ing the liability of any person to any penalty in respect of 
any failure to obtain such consent or to comply with such 
conditions. 

(5) In this Regulation, references to securities and to 
the issue of securities respectively include, as from the 
twenty-third day of November, nineteen hundred and 
thirty-nine, references to any mortgage or charge, whether 
legal or equitable, and to the creation of, or the increas- 
ing of the amount secured by, any such mortgage ot 
charge; and the expression ‘ security’ includes a promis- 
sory note of a local authority and a deposit receipt for 


in brackets added by S.R. & O. 1940, No. 291 as amended by 
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money lent issued by a local authority or by any person 
carrying on any business other than the business of banking. 

(6) In the application of this Regulation to Scotland 
any reference to a mortgage shall include a reference to a 
heritable security. 

7.—(1) Stamp duty shall not be chargeable on any 
security by reason only of the assignment, transfer or 
negotiation thereof to the Treasury, and shall not be 
chargeable 

(a) on any instrument whereby any security is 
assigned or transferred to the Treasury (whether on 
sale or otherwise), or 

(b) on any contract note for, or relating to, any 
sale of securities to the Treasury. 

(2) This Regulation applies only in relation to assign- 
ments, transfers, negotiations or sales of securities effected 
during the continuance in force of this Regulation, whether 
in compliance with these Regulations or otherwise. 

3) In this Regulation the expression ‘ contract note ’ 
has the meaning assigned to that expression by subsection 
(3) of section seventy-seven of the Finance (1909-10) Act, 
IQIO. 

7a. During the continuance in force of this Regulation, 
subsection (2) of section nine of the Currency and Bank- 
notes Act, 1928 (which authorises a note-issuing bank in 
Scotland or Northern Ireland to keep its corresponding 
minimum holding of coin and Bank of England notes at 
such of its offices, not exceeding two, as the Treasury may 
approve) shall have effect as if the words ‘ not exceeding 
two’ were omitted.’ 

8.—(1) The Treasury may give to any person direc- 
tions requiring him, within such time and in such manner 
as may be specified in the directions, to furnish to them or 
to any person designated in the directions as a person 
authorised to require it, any information in his possession 
or control which the Treasury or the person so authorised, 
as the case may be, may require for the purpose of securing 
compliance with or detecting evasion of these Regulations. 

(2) A person required by any such directions as afore- 
said to furnish information shall produce such books, 
accounts or other documents (hereinafter referred to as 
‘documents ’) in his possession or control as may be 
required by the Treasury or by the person authorised to 
require the information, as the case may be, and for the 
purpose of inspecting any such documents any person so 
authorised as aforesaid, or any person authorised to act on 
behalf of the Treasury under this paragraph, may enter 
any premises and may take possession of any of the docu- 
ments cr take in relation thereto any other steps which 
appear to him necessary for preserving them and prevent 
ing interference therewith. 


4 added by S.R ~ <3 1940 No 1442 
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(3) No person shall, with intent to evade the pro- 
visions of these Regulations, destroy, mutilate, deface, 
secrete or remove any documents. 

(4) Any information given Fy a person in compliance 
with this Regulation may be given in evidence against him 
notwithstanding that it may tend to incriminate him. 

5) The provisions of this Regulation shall be without 
prejudice to any other provisions of these Regulations 
relating to the giving of information, and the provisions of 
the last foregoing paragraph shall be without prejudice to 
any question as to the admissibility as evidence of informa- 
tion obtained under statutory powers in the absence of any 
such express provision. 

(6) The Treasury may, to such extent and subject to 
such restrictions as they think proper, delegate their 
powers under this Regulation to any person or class or 
description of persons approved by them. 


9. The provisions of Part V of the Defence (General) 
Regulations, 1939, shall, [subject to the subsequent pro- 
visions of this Regulation|* apply for the purpose of the 
enforcement of these Regulations, and otherwise in relation 
thereto, as if any reference in the said Part V to those 
Regulations included a reference to these Regulations : 

Anything which is in the possession of an executive 
authority, as defined by Regulation ninety-four of the 
Defence (General) Regulations, 1939, by reason of its hav- 
ing been seized, whether before or after the twenty-third 
day of November, nineteen hundred and thirty-nine, under 
Regulation three of these Regulations may, instead of being 
dealt with under the said Regulation ninety-four, be dealt 
with in accordance with directions of the Treasury, and 
where any such thing is so dealt with the Treasury shall, 
or. the application, in the case of a seizure under paragraph 
(2) or paragraph (3), of the person from whom the thing 
was seized, and, in the case of a seizure under paragraph 
(5), of the person making entry of the goods in question, 
pay to him such price as appears to the Treasury to have 
wer the market value thereof at the time of the seizure. 

3) Where any person is convicted of an _ offence 
agi inst any of these Regulations in relation to any security, 
currency, gold, banknote, postal order, bill, note, debt, 
payment or goods, the maximum fine which may be im- 
posed on him shall be such fine as is authorised by para- 
graph (a), or, as the case may be, paragraph (b), of Regu- 
lation ninety-two of the Defence (General) Regulations, 
1939, or a fine equal to three times the value of the 
security, currency, gold, banknote, postal order, bill, note, 
debt, payment of goods, whichever is the larger: 

Provided that nothing in this paragraph shall be con- 
strued as limiting the fine which may be imposed on the 
conviction of a corporation on indictment. 


* Text in brackets added by S.R. & O. 1940, No. 929. 
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In this paragraph, the expression ‘security’ has, in 
relation to an offence against any of these Regulations, the 
same meaning as in the Regulation in question, and the 
expression ‘currency’ includes a right to receive foreign 
currency in respect of a credit or balance at a bank. |* 


Provision 9a. Nothing in the preceding provisions of the Regu- 
* ate be lations relating to the payment of any price or sum by the 
freasury. [Treasury shall be construed as requiring the Treasury to 

pay that price or sum} otherwise than in sterling or other- 


wise than in the United Kingdom. 


Interpre- 10.—In these Regulations, unless the context otherwise 
cavlon requires, the following expressions have the meanings 
hereby respectively assigned to them, that is to say 

‘bank notes’ means bank notes which are legal 
tender in the United Kingdom or in any part thereof; 

‘foreign currency’ means any currency other 
than sterling; 

‘gold’ means gold coin or gold bullion; 

‘immigration officer’ means an imigration officer 
for the purposes of the Aliens Order 1920; 

‘owner,’ in relation to any security, includes any 
person who has power to sell or transfer the security 
or who has the custody thereof, or who receives 
whether on his own behalf or on behalf of any other 
person, dividends or interest thereon, or who has any 
other interest therein ; 

‘security,’ except in so far as is otherwise ex- 
pressly provided 

(a) includes shares, stock, bonds, notes, deben- 
tures, debenture stock and Treasury bills; 

(b) does not include a bill of exchange, a promis- 
sory note or a deposit receipt ; and 

‘sterling area ’{ means the United Kingdom, the 
Isle of Man, and such other territories as may be 
declared by order of the Treasury to be included i 
the sterling area. |§ 


Short 11.—These Regulations may be cited as the Defence 
title : : . 
. (Finance) Regulations, 1939. 


Text in italics added by S.R. & O. 1940, No. 1254 
+ Italics added by S.R. & O. 1940, No. 1484. 
t Text in brackets added by S.R. & O. 1940, No. 1254 
§ The sterling area has been separately defined (S. R & O. 1940, No. 1256 
as follows: The territories which, in addition to the United Kingdom and the 
Isle of Man, are included in the sterling area are any of the following terri- 
tories, excluding Canada, Newfoundland and Hong Kong, that is to say— 
(a) any Dominion : 
(b) any other part of His Majesty’s dominions outside the British 
Islands 
(c) any territory in respect of which a mandate on behalf of the Leagu 
of Nations has been accepted by His Majesty and is being exercised by 
His Majestv’s Government in the United Kingdom or in any Dominion 
(d) any British protectorate or protected state, and 
e) Egypt, the Anglo-Egyptian Sudan and Iraq 








200 THE BANKER 


Appointments and Retirements 


Lloyds Bank 

Mr. A. P. Southcott has been appointed manager of 
Felixstowe branch in succession to Mr. C. C. Taylor, who 
has retired owing to ill health with the exceptional record 
of over 52 years’ service. 

At Pentre branch, Mr. J. P. Lewis, manager, has 
retired after 42 years’ service. 

Mr. N. E. West, from Earls Court, S.W., has been 
appointed a sub-manager of Shrewsbury branch. 


Martins Bank 


Mr. T. 1. Bond has been appointed assistant manager 
of Fenchurch Street branch, London. 

Mr. F. J. Guest, hitherto on the Staff of London 
District Office, has been appointed manager of Soho 
Square branch, London. 


National Bank of Scotland 
_ The Marquess of Zetland has been elected governor 

of the National Bank of Scotland, an office which he held 
from 1926 until 1935, when he resigned on his appoint- 
ment as Secretary of State for India. 
National City Bank of New York 

Mr. Gordon S. Rentschler has been elected chairman 
of the board in succession to the late Mr. James H. 
Perkins. Mr. W. Randolph Burgess continues as vice- 
chairman and member of the board, and Mr. W. Gage 
Brady, jun., becomes president in succession § to 
Mr. Rentschler, and has also been elected a director. 
Mr. William S. Lambie and Mr. Howard C. Sheperd, 
sen., have been elected vice-presidents, and Mr. Nathan 
C. Lenfestey vice-president and cashier. 
North of Scotland Bank 

Mr. Arthur W. Arnot, B.A., LL.B., of the firm of 
Messrs. Middleton, Ross & Arnot, Dingwall, has been 
associated in the agency of Dingwall branch with the 
present joint agents, Mr. W. R. T. Middleton and 
Mr. Edward E. Irvine. 


Some New Australian Bank 
Buildings 
By Professor C. H. Reilly 
| wo time for our annual survey of new bank build- 


ings in Australia has come round again and 

though, with practically a full year of war, there 
are naturally not as many to choose from as in other 
years, we have before us photographs—not unfortun- 
ately any plans—of buildings by four out of the ten 
great banks of that subcontine nt and one at least of 
these examples is of a large and important structure 
which would be a striking addition to any town. Let 
us begin with that. 

The building is the Western Branch at Melbourne of 
the National Bank of Australasia by Messrs. Meldrum 
and Noad of that town. It is at the corner of Collins 
Street and William Street with a narrow frontage of only 
forty-nine feet to the former important thoroughfare 
and a long return one of more than three times that 
length to William Street. With no plans available one 
has to make guesses as to the arrangements but it seems 
clear that the main entrance to the bank proper is in 
the centre of the Collins Street front and that to the eight 
storeys of offices above, at the far end of the William 
Street frontage, giving on to a lift and staircase hall 
which forms the base of a sort of tower at that end of the 
building. Anyhow, from the photograph of the bank- 
ing hall it is clear that this hall stretches right across the 
site from external wall to external wall and extends at 
least half its length. With a width of just under fifty 
feet, even with eight storeys of offices above to be 
carried, it has been possible to construct this hall free 
from all columns and obstructions and to give to it 
something like the noble proportions of a double cube. 
It will be seen from the illustration that it is a good look- 
ing and pleasantly plain apartment for a big bank, with 
a plain, probably Carrara, marble floor and a plain 
marble counter with a level line of glass screens above 
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it. The ceiling in contrast is deeply coffered but it 
has to take the ‘deep beams spanning the fifty feet. The 
hall appears to be lit by long windows on one of the long 
sides and from a big one at the end over the entrance 
doors. These latter open directly into the hall on its 
main axis in a simple way we are not accustomed to 
here. There is indeed an external lobby containing a 
flight of ten steps and a great external door, 18 feet high 
by 12 feet wide, which slides sideways into a space in the 
external wall. What is strange and a little unbalanced 
and awkward is that this lobby, with its doors and 
window over, must project into the banking hall some 
fifteen feet and that this projection internally is marked 
in the hall on one side only and not on the other. Apart 
from this lopsidedness and from the rather clumsy look- 
ing writing tables of standing height down the centre of 
the hall, which spoil its sc ale, this is one of the most 
businesslike looking banking halls of recent years. If 
the modern movement for. more honest design and 
building achieves nothing further in bank architecture 
than such simplification as is shown here, it will have 
done much. 

Externally the building shows the same spirit, with 
its clean straightforward lines and its regular spacing of 
windows. From the seven storeys of these above the 
first cornice, all equal in height and, except for the end 
rows, equally spaced, one can infer the steel grid of 
girders and stanchions on which the building is con- 
structed. So far, therefore, for a bank it is an unusually 
truthful building. But I see, from an Australian 
architectural paper* which has been sent to me, the 
directors of the bank would not let it be entirely so. 
Their instructions to their architects were that the build- 
ing must adhere to the classical tradition, an impossible 
instruction with a building of nine storeys. There is no 
classical precedent for such though some of the insulae, 
that is, blocks of flats, in ancient Rome, may have had 
five or six storeys but little is known of them. Anything 
higher in liftless days was not practical. It was this in- 
struction of the directors one may suppose which 


The Journal of the Royal Victorian Institute of Architects. 
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brought about the two cornices and the need for plac- 
ing the lower one, not at the level of the top of the bank- 
ing hall, which would have been the natural and truth- 
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O} 
ful place if one wanted to mark a division of function, 
but one storey higher as if the banking hall included 
that storey, which one can see from the interior it does 
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not. If the cornice had been a storey lower than it 1s, 
the architectural base of pilasters and entablature would 
have borne a wrong proportion to the superstructure 
according to tradition, which shows the absurdity of 
trying to apply rules designed for a four storey building 
at most to a nine storey one. Granting, however, this 
initial absurdity imposed on the architects, it must be 
admitted that these latter have done their job, within 
such limits, very well. They have kept the stigmata of 
the style imposed on them in this stretched out building 
as inconspicuous as possible. The pilasters for instance 
to the architectural basement, although they bolster up 
the untruth referred to with regard to the banking hall, 
are as thin and inconspicuous as possible. The cornices 
too are plainly moulded and unserrated. They are in- 
deed hardly more than drawn lines on the face, serving 
a similar purpose to the lines which mark the storey 
stages. Though the building, from attempting to follow 
classical precede nt in spite of its size and the number of 
storeys, is bound to look rather like a child which has 
outgrown its clothes, one feels, to carry on the metaphor, 
that it is a nice child and that if its parents, the archi- 
tects, had not had to dress it up like a little Lord 
Fauntleroy in his velvet suit they would have made a 
really fine modern building of it. They clearly have 
imagination, as the detail of entrance doorway shows, 
and left alone might have done something valuable. 
Our next example is the Perth branch of the English, 
Scottish and Australian Bank, of which unfortunately 
we can only show views of the front elevation. However, 
we can show this in three stages, first as it was when 
bought in 1915 by the Royal Bank to be absorbed in 
1927 by its present owners. In 1928 the latter altered the 
facade by rebuilding the upper storey and removing the 
columns on either side of the central entrance and its 
arch and by adding in the place of the latter a pediment 
supported on brackets. The upper storey was then 
rebuilt in a more monumental rusticated style but with 
three ungainly and unnecessary blocks in the parapet 
breaking the skyline. Indeed, if one makes allowance 
for the fact that the 1915 illustration is a not very good 
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architect’s drawing and that of 1928 is a photograph of 
the actual building, I think one may reasonably doubt 
whether the alterations of that date were any improve- 
ment externally whatever they may have been intern- 
ally. They suggest a mere following of the fashion of 
the moment more worthy of a milliner than an architect. 
With the 1940 alterations, however, it is a very different 
matter. Here is practically a new building, for not only 
has the upper storey been shaved of its 1928 fashionable 
exuberances but two more storeys have been added. The 
result is certainly an improvement, if the scale of the 
street has not been spoilt by the higher structure, and 
the interesting thing is that the overloaded ground storey 
of 1928 now appears in far better scale with, and in a 
pleasant contrast to, the new plainer superstructure. The 
architects who have carried out this latest change are to 
be congratulated. They are Messrs. Oldham, Boas and 
Ednie-Brown of Perth. The only criticism I have to 
make, once one accepts the traditional manner of the 
design, and there is excuse for that in an addition to an 
older building, is the reduplication of one rather arbi- 
trarily placed balcony to the centre window at the second 
floor level by another similar one at the third floor level. 
One can only think that the first centre balcony is there, 
not for the comfort of the tenants, for, if so, there would 
be a balcony to each window, but to enable a speech to 
be made from it to the crowd below. The exactly 
similar balcony then exactly above must clearly be there 
in this democratic country to enable another speech to 
be made at the same time from another man, contra- 
dicting that of the man below. A further slight criticism 
is that the new frieze at the top of the building looks a 
little deep for traditional proportions and for the cornice 
above it. Still, on bank standards this is now a very 
decent building and a great improvement on its father 
building, and one of which its grandfather building need 
not be ashamed, though he might find his distant off- 
spring rather gruff and heavy-handed after his more 
open-hearted manner. 

The Bank of New South Wales offers photographs of 
three new branches, those at Leeton, Armidale and 
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Parramatta. Of these the Leeton branch is a rathe 
heavy brick structure with Georgian windows but no 
Georgian elegance, that at Parramatta an ordinary stone 
columnar bank building on a corner site with canted 
entrance and as many fat stone columns squeezed into 
the three facades as possible. Such fat columns, com- 
plete with their entablature and balustrade, were twenty 
years ago in this country the recognized symbol of 
banking. They suggested the substantial character, I 
suppose, of the patrons of the bank, all aldermen at least. 
Now we are all a little tired of such exuberance on this 
side of the world, and to judge, too, from the clean 
lean elegance of the great new bank in Collins Street, 
Melbourne, with which we began this article, the same 
feeling is appearing in Australia. Nevertheless, of its 
kind this Parramatta bank, by Messrs. Spain and Cosh, is 
a well-thought-out and detailed affair. Twenty years ago 
it would have been hailed with something like 
enthusiasm. As the changes to the Perth Bank in 
twenty-five years show, where there is no constructional 
truth behind a facade but merely the dressing up of a 
steel frame with the sugar-icing fashionable at the 
moment, even a new bank building of to-day may look 
old-fashioned very soon after it is put up. 

The Armidale branch, however, of this bank, bi 
Mr. Gordon W. Lee, from the photograph of a part of its 
facade which has been sent, is something so different to 
the ordinary classical little bank that it is worthy of a 
little more notice. It is not that it is not in the classical 
tradition, but that it treats that tradition in a gay light- 
hearted way which is very cheering. After choosing an 
ornate type of Corinthian capital for his fluted pilasters, 
the architect has echoed their motives in large panels 
of what look like coloured and moulded terra-cotta. 
Indeed one imagines and hopes (one cannot tell for 
certain from the photograph) that the whole front is 
a gaily coloured affair, with the bank itself in its park- 
like surroundings appearing as a pavilion used by the 
local ballet school. One can easily imagine this gay little 
structure being the brightly coloured background of a 
new setting, say, for “The Good Humoured Ladies ” or 
‘Le Beau Danube,” and the troupe of little ladies 
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pirouetting in front of it in their slightly Victorian 
versions of the usual ballet dress with great happiness. I 
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BANK OF NEW SOUTH 


irchitect 


THE ARMIDALE BRANCH OF THE 
WALES 


know pilastered fronts of late Regency houses in 
Brighton rather like this, only not so cheerful. If one 
must still have classical banks I am all for gay ones, as 
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we showed last month with Mr. Curtis Green’s new bank 
for Barclays in Bond Street. 

Last of all, the Bank of Australasia has sent a photo- 
graph of a small brick branch at South Camberwell, 
Melbourne, Victoria, by Messrs. A. K. Henderson and 
Partners. It is a sensible little building for a suburb, 
without any undue ostentation and adapting its windows 
to the wall space available with a freedom bank 


trchitect Vess? 1. K. Henderson & Partners 
BRANCH OF THE BANK OF AUSTRALASIA AT SOUTH CAMBER- 
WELL, MELBOURNE, VICTORIA 

designers do not often allow themselves. Though these 
windows still have unnecessarily small panes, they are 
each very sensibly marked by a simple flush white stone 
surround which gives the proportions regardless of the 
infilling. Altogether this is one of the best of the smaller 
bank buildings so far submitted by the Australian banks 
and certainly one of the most modest. Indeed its 
unusual modesty contributes largely to its success. 





